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THE QUANTITY-THEORY OF MONEY 


I 


If price is the quantity of the standard money for which a 
commodity will exchange, there are two terms to the price ratio, 
and two sets of forces affecting price: (1) those touching the 
standard, and (2) those touching the demand and supply of 
goods. Assuming the usual functions of money, it is obvious 
that price-making is related directly to the standard money; and 
that the various forms of money which act as media of exchange 
have no effect on the price-making process except as they may 
change the value of either term in the price ratio, the value of 
gold, or the value of goods. Of course, the value of no article 
is fixed solely by demand, ignoring the influence of supply; 
demand is always at a given price; and supply is offered at a 
price that in general will cover the competitive expenses of pro- 
ducing the commodity. 

The quantity-theorists, however, insist that prices are fixed 
by the forms through which demand is expressed; by the quan- 
tity of money, or credit, offered for goods, as contrasted with the 
volume of trade; and have no place in their formulas (e.g., MV + 
M'V’ = P-T) for the influence of expenses of production on prices. 
It is essentially a theory of purchasing power. In actual life, 
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however, a business man knows he must strain every nerve to 
reduce expenses of production in order to meet constant competi- 
tion; he is obliged to compare wages with the efficiency of his 
labor, and to study the cost of coal, freights, materials, rents, 
taxes, and the rates of interest on borrowed funds. He has 
witnessed the Bessemer process and countless inventions lower 
the price of steel to one-third; and noted the cheapening of paper 
by use of wood pulp. Then he has observed how the lower prices 
caused by the new processes led to a larger demand; that in the 
face of a larger demand larger quantities of goods could be pro- 
duced and marketed at even lower prices; and that in general 
price precedes demand. Nor has he been able to discover any 
corresponding decline in the volume of money and credit to 
account for such a fall of prices; on the contrary, the volume of 
credit at least has grown with the fall (consequent on larger 
production at lower costs). - 

Some of the minor prophets among the quantity-theorists, 
however, reply to the criticism based on higher or lower costs and 
higher or lowered prices, as just presented, by saying that it does 
not affect their theory at all. Regarding the theory as sacrosanct, 
they insist that the items in expenses of production (wages, coal, 
materials, buildings, freights, taxes, and rates of interest) are 
raised or lowered only by the changes in the volume of money and 
credit as contrasted with the volume of trade. They claim that 
these production costs are “‘measured in money’’; and, when it is 
urged that prices are changed by changes in costs, they claim 
that these costs just as much as the prices of the finished goods are 
fixed by the quantity of money and credit as before stated. They 
claim that wages, for instance, go up only by the offer of more 
money and credit, if the supply of labor remains the same. 

Such an extension of the theory only emphasizes its original 
and erroneous claim that prices are determined only through 
demand, or purchasing power, allowing nothing for those forces 
affecting the price ratio which work through supply. It omits 
the essential point that the price of any of the elements entering 
into the expenses of production, like everything else, is as much 
affected by questions of supply as by those of demand. For 
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instance, it was not a change in the quantity of money, but a 
strike, that in 1922 raised the wages of coal miners and the price 
of coal. 
II 

The essential point at issue is how price-making actually goes 
on. The quantity-theorists insist it can go on only by an actual 
exchange of money or credit for goods presented for sale; that 
“money,” or credit (that is, any medium of exchange), is the form 
and limit of demand, and that all this purchasing power must be 
expended on the supply of goods in the market. Hence as 
““money’’ or credit increases, while the supply of goods remains 
the same, it is held that all such money or credit must necessarily 
be expended, and spread over all the supply, so that prices in 
general must rise; and vice versa, if money and credit decline. 
On the other hand, the opponents of the quantity-theory point 
out that the price of an article is the quantity of the standard 
(now gold) for which it .will exchange. To introduce the term 
“media of exchange”’ of all kinds instead of the standard metal 
into the price ratio vitiates the very definition of price and all 
logical reasoning about the forces that affect prices. Also, as 
will be later pointed out, the credit forms which serve as media 


of exchange are consequences of an exchange of goods already 


priced, and not a cause of prices. Moreover, all freely reprodu- 
cible goods (those not controlled by monopoly) are affected by 
competitive conditions of production which fix within narrow 
limits the price which, as covering outlay, must be asked before 
any actual exchange of the goods for money takes place; and 
this price, intended to cover expenses of production, is known 
and relied upon by buyer and seller as setting the general level of 
the price in bargaining. In reality no seller, except in panic or 
bankruptcy, throws his goods on the market to fetch what they 
will irrespective of costs. Therefore, there are fundamental forces 
on the side of supply and costs which limit the price-fixing quite 
irrespective of the quantity of the media of exchange. It is not 
the actual supply on sale at the moment which determines the 
price, in conjunction with the effective demand of the buyer, but 
the price at which the supply in the market or any successive units 
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of the potential supply can be brought to market at a profit. No 
regard seems to be paid to the fact that, if the demand for an 
article is much increased, it may often happen that, because a 
greater quantity is wanted, methods of manufacture could be so 
standardized that each unit of the goods could be turned out at 
a lowered cost, resulting in a fall and not in a rise of price (as a 
result of an increase in demand). The quantity-theory has no 
place in its philosophy for any such well-known phenomenon. 


Ill 


When faced with this inherent difficulty, the quantity- 
theorist rejoins that, of course, there may be changes in produc- 
tion costs which will change the prices of particular commodities, 
but that the quantity-theory has to do only with fixing the general 
price level, on which variations of particular commodities may 
take place; and that, as the price ratio is a relation between 
money alone, on one side, and all goods,,on the other, a change in 
the money term takes effect only on the price level of all goods. 
Hence, according to this reasoning, all causes of changes in par- 
ticular prices are ruled out, as being covered in by the enveloping 
forces such as the quantity of money and credit determining 
the general level of prices. By this method they regard as irrele- 
vant all attempts to show that price levels are directly affected 
by changes in particular production costs. 

On the face of the argument, the proposal to eliminate from 
price-making all influences modifying expenses of production 
(wages, materials, taxes, etc.) seems fallacious to every practical 
businessman. Nor is the fallacy far to seek. How is the general 
price level for all goods, or the index numbers by which it is repre- 
sented, ever obtained? Only by first taking the quotations of 
individual commodities, averaging them by day, week, month, or 
year (computing an arithmetic, geometric, or median average); 
combining related articles in one group (agricultural, chemical, 
clothing, etc.); and then uniting the figures, for all the groups into 
the general price level for all commodities. There is no other way 
known by which statisticians arrive at a price level. In fact, the 
very advocates of the quantity-theory constantly use tables of 
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prices constructed in this way. But if so, then all the elements 
affecting the prices of particular commodities—every item touch- 
ing the expenses of production at which the supply is brought to 
market, as well as every change in demand shown through the 
offer of money or credit—are brought into the quotations of 
particular prices out of which the general price level is con- 
structed. The general price level, therefore, is necessarily 
influenced by production costs. 

Nor is this the only fallacy involved in this phase of the 
quantity-theory. Any and all prices are quoted in terms of the 
standard of a given country (such as gold in the United States). ; 
If such a country has media of exchange other than the standard 
(like bank notes, government notes, or credit forms such as 
checks), of course, if they are redeemable in gold, and goods are 
exchanged by these media, prices are still quoted in the standard. 
Price is always the quantity of the standard for which an article 
will exchange. This is pivotal. Suppose, in 1893, we had gone 
from a gold to a silver standard (when the content of the silver 
dollar was worth only 50 cents in gold); everyone knows prices 
would have been at least doubled; bank notes and checks would 
have followed the standard in which they were redeemable. Here j 
would have been an obvious change in the level of prices which 
would have had nothing to do with the quantity of money ' 

_and credit. It would have been due to a change in one term 
(the standard) of the price ratio. Likewise, there can be a change 
in the level of prices due to changes in the other term of the price 
ratio, the expenses of producing goods. It is aside from the 
point to compare goods with the quantity of the various media 
of exchange (for they are, as we shall soon see, consequences 4 
and not causes of price-making) rather than with the standard 
itself. Today, in every transaction, gold prices are assumed q 
without discussion; that is, goods are, of course, rated in the 
standard. 

If, however, the quantity-theorist, assuming without proof 


the truth of his sacrosanct dogma, says that the price level 
must be fixed only by a comparison of the total quantity of 

ee ry \ | 
money and credit with the volume of goods, it is equally clear that 
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no price level ever has been, or ever could be, arrived at in that 
way. No one knows at any time what the total quantity of 
money and credit is, nor the total volume of goods offered for sale. 
If these quantities are unknown, how can a level of prices be 
fixed? The reason why the volume of the media of exchange 
and credit used at any time cannot be known until after the 
event is that it is an outcome of the transactions in goods and 
varies with the prices exacted by production-costs. The quantity- 
theory puts the cart before the horse. 


IV 


The quantity-theorists insist that demand for goods is meas- 
ured by the volume of money and credit; that, for instance, an 
increase in this volume, without a corresponding increase in 
goods, would cause a rise of prices. The point seems to be that 
demand can be expressed only through money and credit; that 
this demand of buyers arises independently of an objective sup- 
ply of goods; that it is a condition-precedent to fixing prices in 
the market; and that price-fixing is the outcome of the meeting 
of the two volumes of money and credit, and goods on sale. 

To my mind, this theory errs in confusing the real purchasing 
power entering into demand with the merely secondary and 
technical mechanism of money and forms of credit through which 
the purchasing power acts. Real purchasing power arises from 
the control over saleable goods or property. By sale of goods 
for money or credit the buyer puts his purchasing power into a 
form where he can direct it at will to buying other things. No 
one gets money unless he has goods he can sell; no one gets credit 
except on goods (or titles to goods) that are changing hands (or 
coming forward to be sold); he gets credit only on the basis of 
bankable assets. 

The amount of money and credit a man can use depends 
on the quantity and value of goods and property he controls. 
The extent of his potential demand for goods in the market 
is measured by the volume of his saleable and bankable goods, 
not by the amount of money he has, nor of the credit he is 
then using. At any given time he is not usually turning all 
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his purchasing power into money or credit. His demand for 
other goods depends on the part of his purchasing power which 
he chooses to turn into the form of money and credit. How 
much this will be is often affected by conditions of business 
and the level of production costs of the things he wishes to 
buy. If costs are high, the figures in which his purchases are 
expressed will be high. That is, the higher prices and the greater 
amounts of money and credit he uses may depend on matters 
originating in production costs. It was not that he raised prices 
by offering more money and credit, but that the higher costs 
forced him to pay (in figures) more money and credit derived from 
his purchasing power in saleable goods. There was an altered 
exchange relation between his goods and those he wished to buy. 
More than this, the theory errs in making the quantity of 
money and credit a cause instead of a consequence of price- 
making. All the processes of production and transportation to 
the market, all the outlays which have been undertaken, form a 
necessary part of the price-making in any continuing industry. 
Fluctuations in price there may be, due to temporary changes in 
demand and supply, but the general level of price must be enough, 
year in and year out, to cover all production costs. Here we find 
the main content of the process of price-making. That is, the 
elements essential to the making of prices in the market are neces- 
sarily determined upon before the mechanism of exchange (in the 
various forms of media of exchange and credit) is called upon to 
pass the goods from sellers to buyers. The function of money and 
credit is mainly to record the values of goods already arrived at 
and at these levels to expedite their exchange (subject, of course, 
to the higgling of the market and to inevitable adjustments of 
changes in demand and supply). Such a method applies to the 
price-making of all freely reproducible goods under competitive 
conditions. Where monopoly exists, and supply is limited, the 
price obviously ceases to be restrained by production costs and 
comes chiefly under the influence of demand. Therefore, instead 
of the quantity of the media of exchange (whether called money 
or credit) being a causal force in price-making, the operations 
fixing competitive prices precede the use of the money and credit. V 
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It is thus impossible that the quantity of the media of exchange 
should be regarded as fixing the level of prices, when that general 
level has previously been determined by other causes; the truth is 
the very opposite of that implied in the quantity-theory. When 
expenses of production rise, then, as a consequence, the quantity 
of money and credit used to exchange the goods is necessarily 
stated in larger figures. This phenomenon was so conspicuous 
during the world-war that statements of bank credits, the volume 
of checks, or the figures of exports and imports, were often 
checked up by tables of concrete units of goods (tons, bushels, 
etc.) in order to get a correct comparison of the changes in trade. 


V 


It has been observed that there have been some coincidences 
between the movement of the price level and of the quantity of 
money and credit. If the two follow each other closely in all 
conditions, it might be argued inductively that one is the cause 
of the other. The analysis just given, however, enables us to give 
the reasons for this coincidence and hence to test the validity of 
making one the cause of the other. We have seen how generally 
the price-making process necessarily precedes the use of media of 
exchange. At any given time, due to countless adjustments 
always going on in a dynamic state of industry, a relative ratio of 
exchange value between the various goods coming to market has 
been achieved. This ratio is in a constant process of adjustment 
to dynamic changes. Some rise, some fall, relatively to each 
other; but a level is forced which will allow to each article a price 
that will tend to cover production costs (including a producer’s 
return on his capital and management). Thus each seller knows 
the price which will recoup him for his outlay and keep him in the 
same relative standing to other producers as regards production 
costs. He strikes for that price and for as much more as market 
conditions will give him. Thus guided, he offers his goods at a 
price. On the other side, the buyer’s demand varies with the 
price offered and the urgency of his need. With all the available 
knowledge of the demand and supply on each side, a price is 
agreed upon between buyer and seller. 
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For instance, a farmer hauls his wheat to a local elevator. 
Taking into account the intensity of the European demand 
and the size of the crop at home and abroad, he accepts a price, 
say, go cents a bushel. If he sells 1,000 bushels, he gets a 
check for $900. That is, whether paid in money or credit, 
the total amount of it given for his wheat obviously equals 
the number of bushels multiplied by the price agreed upon. 
That goes without saying. It could not be otherwise. Then, 
add together all the sales of wheat; of course, the total quantity 
of money or checks given equals the price per bushel multiplied 
by the number of bushels sold. The same thing emerges from 
all the sales of cotton, coal, steel, shoes, and all other groups. In 
short, if we had accurate data as to the money and checks used 
and the prices of all goods, the two sums should be identical. 
The coincidence is no proof of causes. It is only an identical 
equation. Demand expressed through the offer of money and 
credit is only part of the process by which the values of some 
goods (turned into a medium of exchange) are adjusted to that 
of other goods. 

But would it not sound a bit absurd to say that the quan- 
tity of money and credit paid fixed the price of wheat or shoes 
and that they sold without any regard to the supply and the 
outlay of the seller? It would not be quite sane to regard 
the quantity of money and credit used as the cause of the price 
of cotton or wheat, especially as all admit that their prices 
are fixed in Central European markets where the quantity 
of our money and credit could have no influence. And yet that 
is the logical implication of the theory. Moreover, in another 
typical case, when a heavy import duty was laid on wool (as in 
the Tariff Act of 1922) the price of wool was raised correspond- 
ingly, so that woolen goods, because of the tax, cost more to all 
consumers. Could any one in his senses imply that the prices of 
such goods were determined by the quantity of money and credit ? 
And yet there are large groups of such protected articles whose 
higher prices enter into and determine pro tanto the general level 
of prices that the quantity-theorists have in mind. In fact, when 
we consider the whole range of commodities entering into inter- 
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national trade, whose sales run into the billions, we could not 
possibly say that their prices were fixed by the quantity of money 
and credit in circulation, instead of the play of international 
demand and supply. Or, if anyone should appeal to the quantity- 
theory as regulating the prices of such goods, it would be neces- 
sary to ask whose quantity of money and credit fixes prices, that 
of the exporting or the importing countries? There are so many 
groups of forces to which the quantity-theory cannot apply that 
it is necessarily under suspicion. It is no answer, as we have 
already explained, to say that the theory explains only the general 
level of prices and asserts that particular prices are affected by 
other causes; for the general price level is constructed from par- 
ticular quotations, not fixed by the quantity of money and credit. 

Since the amount of money and credit used to exchange goods 
necessarily equals their prices, it is passing strange that quantity- 
theorists should attempt to prove the truth of their dogma by 
collecting statistics of the quantity of money and credit to show 
that they vary with the movement of prices, intimating that 
prices rise or fall because the quantity of money and credit rises 
or falls. As well say that the quantity of freight cars determines 
the quantity of goods to be carried. The prices of goods are 
determined before the media of exchange (money and credit) 
are called in. Of course, the volume of the media of exchange 
and the volume of trade coincide; for the former arise out of the 
actual transactions of the latter. The media of exchange (money 
in circulation, but chiefly deposit-currency) follow the volume 
of trade (the quantity of goods multiplied by their price), rising 
as it rises, falling as it falls. Indeed, in our present monetary 
development, as very few actua! forms of money are used (except 
in retail dealings), while most of our transactions are settled by 
forms of credit known as deposit-currency (checks or bills), we 
have a mechanism of exchange which rises or falls exactly in 
proportion to the work to be done. To the extent to which 
deposit-currency is used (which is over 95 per cent in wholesale 
transactions), forms of money (gold, greenbacks, bank notes) 
are dispensed with. In fact, business men use the weekly figures 
of clearings (showing the volume of deposit-currency) to find out 
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the volume of goods being exchanged. These figures show the 
volume of goods exchanged without the use of forms of legal 
money (except for reserves). And yet, by a curious inconsist- 
ency, the quantity-theorists use these figures to show the demand 
for money and a reason why prices are high orlow. For instance, 
if clearings are large (showing a large volume of trade), it is 
argued that, unless the quantity of money is enlarged, prices 
must fall. Or, if more gold comes into the country, or if more 
notes are issued, it is argued that, unless the volume of trade 
increases pro tanto, prices must rise. Such reasoning is footless, 
because we have in the deposit-currency a medium of exchange 
which adapts itself automatically to the volume of work to be 
done. It relieves money from the stress of such a demand. 
And, as we have seen, checks and bills come into use as a con- 
sequence of transactions in goods and after the price-making 
process has been concluded. Hence, an increase of clearings is 
no evidence of a force affecting prices. In truth a large mass- 
production may go with a larger volume of trade carried on at 
lower prices. 
VI 

At this point it is well to consider the claim of the quantity- 
theorists that their dogma is only a statement of the principle 
of demand and supply and hence irrefutable. One is unwilling, 
however, to allow them to assign their own a priori meaning to 
the terms demand and supply in this case. The demand they 
have in mind is supposedly general demand as against the general 
supply of goods. To them demand is the offer of not only the 
standard money (in which prices are expressed), but also of all 
the various media of exchange, including credit. It is a theory 
of demand, so to speak, in mid-air, independent of goods. But 
in general demand and supply, there is no such thing as demand 
independent of the possession of goods. If all goods be repre- 
sented by A, B,C, . . . . X, Y, Z, general demand and supply are 
reciprocal concepts. The total supply of goods is at once general 
supply and general demand for each other. Demand can come 
only from the possession of saleable goods exchanged for money 
and credit (to avoid barter). All the goods A, B,C,....X, Y,Z 
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are reciprocally demand and supply for each other. In general 
demand and supply, therefore, there is no such thing as a fixed 
demand independent of goods; there is no independent volume 
of purchasing power against which a determinate volume of 
trade is to be compared in order to get the level of prices. 

The quantity-theorists have fallen into error probably be- 
cause price is an exchange ratio between goods in general and 
one commodity (like gold) used as a standard. Hence an effect 
on the value of the standard will change its ratio to all goods, so 
that there can be a general rise or fall of prices. But that is a 
wholly different thing from the artificial concept of a demand for 
all goods as indicated by the volume of all media of exchange 
over against the supply of all goods. For we have already shown 
that many of the credit media of exchange are a consequence 
of transactions in goods. Out of the supply of goods and their 
exchange come the very media which the quantity-theorists 
regard as an independent demand. 

No discussion of particular demand and supply (that is, for 
single articles) is necessary, because the quantity-theorists hold 
that here price is only a fluctuation on the general price level 
set by general demand and supply. 


VII 


There is difficulty in discussing the quantity theory, because 
it is not stated in the same way by two of its different supporters. 
Its modern form has been already assumed by me in including 
credit with money. But when first stated, especially by Ricardo, 
credit did not enter into the theory. It concerned money alone. 
In its original form, with the conditions assumed, it could not be 
denied. It was assumed that the state alone provided the 
money; that there was no free coinage; that no goods could be 
had except by the passage of that particular kind of money; and 
hence that the money in circulation was necessarily all offered 
for all goods, so that a change in either term meant a redistribu- 
tion of the total money over the total of goods. Today, however, 
there is usually free coinage of the standard money in which 
prices are expressed. The state cannot fix its quantity, and its 
value conforms mainly to the exchange value of the bullion out 





THE QUANTITY-THEORY OF MONEY 277 


of which it is coined for anyone who presents it to the mint. 
Today, moreover, there are various kinds of media of exchange or 
credit other than coins by which goods are obtainable. Hence, 
there is no such rigid relation as of old between the quantity of 
coins and the quantity of goods to be exchanged, and much of the 
textbook emphasis laid on rapidity of circulation of each coin is 
obsolete. 

When it was stated that prices were determined by the 
relation between all the money in circulation and the money 
work to be done (or the volume of trade), the question was 
inevitably raised, what does the word “money” include? 
Thence arose a confusion of tongues and theories. To one 
it meant only the standard, like gold, in which price was ex- 
pressed; to another, it meant anything accepted as money, 
bank notes, or checks. Here the reason of the confusion arose 
from failing to discriminate between money as a standard and 
forms of money used as media of exchange. The latter comes 
into play only after the process of price-fixing between goods and 
the standard has been completed. 

Since price is the ratio of exchange between goods and the 
standard, the only way in which the quantity of money and credit 
can affect the level of prices is by affecting the value of the stand- 
ard. The development in long centuries of the various media of 
exchange has, of course, saved gold from a heavy demand as a 
medium of exchange which would have fallen upon it, were it the 
only money. To this extent they have prevented prices from a 
tendency to fall, as gold would have risen in value. Or, if 
“money” in the quantity-theory means only gold, then anything 
which would affect the value of gold itself would ipso facto affect 
the level of prices. If, for instance, a new supply of gold were to 
be discovered great enough to pull down the value of the whole, 
$18,000 millions produced since 1492, the level of prices would 
rise. Such a result would be due, not to a mere increase in the 
media of exchange, but to the fact that the standard term of the 
price ratio had, for causes affecting itself, fallen in value relatively 
to all other goods. 

Then, in an attempt to modernize the theory, its advocates 
included credit with money to cover all the forms through which 
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purchasing power could be directed. This is its most plausible 
form, and the one assumed in this discussion. But even thus it 
is only one-sided and omits the effects of supply and production 
costs on the level of prices. 

Nevertheless, many minds find difficulties in the workings of 
credit as they affect prices. While it is not possible fully to dis- 
cuss credit here, it may be said that credit arises whenever there is 
a transaction in goods or property involving the return of an 
equivalent in the future. Forms of credit (such as book entries, 
bills of exchange, promissory notes, or checks) arise from these 
transactions in order to secure a future repayment. That is, 
credit arises from, or is based on, transactions in goods. An in- 
crease in the exchange of goods inevitably means an increase in 
the use of credit (usually in the forms of deposit-currency or bills). 
The transfer of actual gold may be a basis of credit, but there are 
myriads of other goods than gold whose movement brings forth 
credit. As soon as any goods are sold and expressed in units 
of the standard, the form of credit covering the transaction is 
negotiable at a bank, and is there coined into means of payment 
(that is, the paper is discounted, creating a deposit account on 
which checks can be drawn). The mass of bank deposits of 
a country roughly represent a volume of transactions in goods 
or property coined into a convenient means of payment. These 
masses of goods are thus offset against each other by checks and 
clearing-houses. They are reciprocally exchanged by the forms 
of credit at prices previously fixed. The forms of credit are not 
a price-making cause. They constitute a medium of exchange. 

Some writers, however, deny that credit is based on trans- 
actions in goods, and assert that it is based only on money. 
In the main this claim appears in connection with bank credit; 
and the extent to which banks can expand their credit is made 
to depend on the amount of their money reserves. In this 
way it is insisted that all the money of a country must be either 
spent for goods, or deposited in banks (where it is loaned out 
or used as a basis of credit) whence it is all spent on goods by 
borrowers. To this it is to be said that bank reserves are kept 
primarily in order to test the solvency of credit transactions at 
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any time; but, while legal proportions of cash to demand liabili- 
ties exist, banks do not make legitimate loans because they have 
reserves, but only because good loans are offered. Very often 
reserves accumulate, when business is depressed, while loans are 
few. If safe loans are offered, there is practically no limit to the 
extent to which loans can be made because of lack of reserves, 
since the possession of sound assets in the loan items is a certain 
means of obtaining more reserves. This truth is the basis for 
the method of replenishing reserves for member banks by redis- 
counting paper at the Federal Reserve banks. ‘Today, therefore, 
the expansion of our bank credit depends no longer on the amount 
of cash reserves, but on the possession of sound assets (them- 
selves the outcome of transactions in goods). 


Vill 


In connection with the inclusion of credit, however, as part of 
the purchasing power in the quantity-theory, there is one case in 
which a change in the level of prices seems to be explained directly 
by the increase in the volume of credit. Without implying the 
dependence of credit on money, there are cases where the use of 
credit arising from goods can be perverted until what was normal 
has become abnormal. So long as goods are coin@into means of 
payment (by discounting the paper arising from their exchange) 
to a sum no greater than their market value, the process is normal ; 
there is no inflation; commodities are thus exchanged against each 
other at uninflated prices. Goods are exchanged against each 
other without deranging prices based on fundamental levels of 
production costs. But when, by fraud or by error, credit is 
granted to a sum greater than the market values of the goods, 
or when fictitious values are used as the basis of loans, the process 
becomes abnormal. Then inflation enters. False purchasing 
power appears as demand for goods, and prices rise so long as the 
deception or errors of judgment are unrecognized. This is the 
essence of what goes on in overtrading, which lays the foundation 
for a commercial crisis. Sooner or later a test of the solvency 
of these credit operations comes, when it is found that an obliga- 
tion to pay is not based on full value, or on none at all. A single 
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revelation of such a condition leads to distrust, and if widely 
extended the collapse comes with the suddenness and severity 
of an explosion. The false demand being withdrawn (and 
normal demand being reduced), no one wishing to buy on a falling 
market, and everyone needing to sell to meet obligations, prices 
go far below normal. In such conditions, which obliterate the 
effect of production costs, prices rise and fall because of a rise and 
fall of abnormal credit. That is, the quantity of false credit is 
the direct cause of the higher or lower level of prices. This is a 
case in which the quantity-theory may hold true, but it always 
brings with it a destructive cataclysm. 

This is no place to go into the mysteries of the value of paper 
money. If kept convertible into gold, an increase of its amount 
has no more effect on prices than an increase of gold. It has just 
been shown that, so long as credit is sound, it does not raise the 
price-level; and so more gold or paper in bank reserves is not a 
cause of enlarged credit. This is the reason why the present 
large accumulation of gold in the Federal Reserve banks is no 
cause of fear, so long as only good assets are accepted. If credit 
is enlarged legitimately, it is only as a consequence of an increased 
production and movement of saleable goods. Why then the 
widely prevailing belief that a large increase of paper money is 
necessarily followed by a rise of prices? The fallacy here in- 
volved is that it is inconvertible paper money that is had in mind. 
That is, if not redeemable, the paper depreciates, and it may fall 
according to any rumor that destroys confidence in its value. 
This could not happen if the paper were convertible, for redemp- 
tion destroys all suspicion. If the standard of prices falls in 
value, of course, prices rise, not because of an increase in quantity 
but because of the depreciation of one term of the price ratio. 
This would be true, no matter what the quantity issued. 

A heavy responsibility rests on the advocates of the quantity- 
theory. By giving academic support to the belief that an increase 
in money and credit raises prices, they have given support to innu- 
merable fallacious schemes for relieving debtors by issuing more 
money. The inevitable consequence is that the advocates of 
cheap money do not discriminate between convertible and incon- 
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vertible paper, between a stable or fluctuating standard of prices, 
nor between normal and abnormal credit, as a means of raising 
prices. That is what we are witnessing today in the distress of 
Europe from the resort to inconvertible paper, and in the attacks 
on the Federal Reserve Board in this country for trying to keep 
us out of abnormal credit and crises. The sooner the public mind 
is freed from the fallacies of the quantity-theory, the sooner 
will we escape the pitfalls set for the confiding and the ignorant 
by specious monetary and credit schemes. 


J. LAURENCE LAUGHLIN 
Boston, MASSACHUSETTS 





THE ORGANIZATION OF AGRICULTURE IN 
RELATION TO THE PROBLEM OF 
PRICE STABILIZATION. I 


The failure of the prices of farm products to decline and to 
rise at the same rate as the prices of other products has turned 
out to be one of the most important maladjustments of the 
business cycle. The unfavorable position of agriculture in the 
rapid change of prices since the close of the war has been a 
factor, not only in making the recent depression more acute, 
but also in setting limits to the present expansion of business. 
If the selling prices of any producing group fall more than the 
cost prices, or do not rise equally with the cost prices, its profits 
and purchasing power are decreased. A decrease in the pur- 
chasing power of any large group of the population as that engaged 
in agriculture and live-stock raising prevents a uniform circula- 
tion of goods according to any accepted standard of consumption,’ 
and accordingly limits the market for manufactured products. 
Consideration of cyclical problems has mostly centered upon 
the relation of banking to price changes and upon the possibility 
of bringing about a greater stabilization of prices through a 
proper regulation of the rate of credit extension and contraction. 
However, investigators have recently given more attention to 
the position of agriculture in relation to business cycles. The 
questions which will be mainly considered in this paper are: 
To what extent are the methods of marketing farm products 
and of financing agriculture, particularly as followed by pro- 
ducers’ organizations, factors in determining the rate of change 
of prices of farm products and how far may the present move- 
ment for the organization of the producers of farm products 
be considered as one of the essential elements in the stabilization 
of prices in general and a factor in the stabilization of living 
expenses, wages, and of industrial costs in general. 


* Cf. Wesley C. Mitchell, Business Cycles, pp. 38, 556, 577, 597. University 


of California Press. 
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This paper will also include a consideration of the system, 
limitations, the problems, and the extent of organization of farm 
producers, but not of the trade that deals in farm products 
except in so far as may be necessary to show the price relation 
between these groups. The objects sought are to depict business 
practice in order to show the relation between the methods of 
distributing farm products and of financing agriculture to the 
market price of farm products, to develop a tentative theory 
of some of the factors that determine the prices of farm products, 
and finally to show the relation of the organization of agriculture 
to the problem of price stabilization. 

Obviously, because of uncertainties of weather and of pests, , 
agriculture cannot secure a stabilization of production in the 
same degree that manufacturing and mining can. The amount 
and cost of the output of a farm in any section of the world 
cannot be precalculated at the time of planting. In addition 
to these uncertain elements which are not possible of control 
there is the irregularity of action on the part of farmers and 
consumers. No scheme of accounting and co-operation has 
been devised to determine the amount that should be planted 
and to precalculate the needs of consumption which the produc- 
tion should be made to fit. Manufacturers have made some 
headway in getting away from this chaotic uncertainty of the 
laissez faire system of production and distribution. They have 
secured greater control of the output and of the market and have 
eliminated a portion of the uncertainty of action of competitors 
through a consolidation of manufacturing plants and through 
an integration of many processes under the management of a 
relatively few of the corporate owners. Through this organiza- 
tion they have realized greater stabilization of prices; prices 
have not.soared so high during prosperity and have declined more 
gradually during depression.t Manufacturers may shut down 
a part or all of their factories when prices decline, in order to 
prevent further decline in prices, to protect their surplus profits, 

* Thorstein Veblen, The Theory of Business Enterprise, pp. 258-67; Wesley 


C. Mitchell, op. cit., p. 462; History of Prices during the War, War Industries Board 
Bulletin No. 1, p. 93; Harvard Economic Service (March 11, 1922). 
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to avoid bankruptcy, and to safeguard their credit.. The 
question is, to what extent have similar results been achieved 
through the organization of producers in agriculture ? 

The present co-operative marketing organizations of the 
producers of farm products have gained no control over produc- 
tion on the farm. They have no authority over the output of 
their members and are usually open to new members on equal 
terms with the old members. When the farmer joins a 
co-operative organization, he does not give his plant in return 
for stock. The income of a member of a co-operative organiza- 
tion continues to be from his individual farm; he receives little 
or no dividend from his co-operative organization, as its essence 
is to do business for its members at cost; that is, to charge them 
only with the actual expenses for marketing their products. 
The organization pays the growers in proportion to the output 
of each farm. When manufacturers, on the other hand, organize 
a pool the effect is the same. But an organization of manufac- 
turers generally involves the exchange of plant for stock or stock 
in one corporation for stock in a larger one, and in either case 
the shareholder’s income ceases to be from one plant more than 
from another.? The corporation may shut down one plant or 
limit the output of all of them and shift the loss in labor to the 
laboring class. This control of production is a matter of indiffer- 
ence to the shareholder as long as the income in terms of price 
is satisfactory. 

As the farmers’ form of organization has left them unorgan- 
ized for the control of production, little headway has been 
made by each farmer following his own volition and individual 
interest. The concerted effort of the cotton growers to reduce 
acreage may have been sufficiently successful to be considered 
an exception to this rule, the exception occurring at a time 
of extraordinary decline in prices, with the banks and fertilizer 

* Walter M. Stewart, “Controlling Business Cycles,” American Economic Review, 
XII, No. 1, 41. 

?The pool form of organization was given up by many manufacturers for a 
stronger form of organization because of the impossibility of limiting production 


under the pool. Eliot Jones, The Trust Problem in the United States. Macmillan 
Co., 1921. 
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companies giving their support to the movement. However, 
farmers generally have to keep their farms running in order to 
secure their means of subsistence. To shut down or to serious’: 
limit the output would be to throw away their labor, one 
of their chief means of living. Besides, the farmer’s period 
of turnover is so much longer than that of the manufacturer 
that any limitation of output involves greater idleness of 
plant and labor and greater risk that the market may change. 
In many cases shutting down a farm would involve damage 
to the plant; live stock must be fed and orchards must be sprayed 
and cultivated whether prices are favorable or not. The insta- 
bility in the amount planted and the uncertainty concerning 
the yield of agriculture are important elements that must be 
considered in any program for stabilizing the cost of production 
under the price system. This inability to control production 
on the farm puts serious limitations upon an organized attempt 
to regulate the flow of products to different markets. The 
question then remains, to what extent have growers organized 
for controlling distribution and for stabilizing prices within 
these limitations ? 

Farmers have been trained under the competitive system 
to an individualism which ill prepares them to relinquish the 
advantages of individual marketing and to surrender their 
freedom of action in order that they may co-operate in that 
team work which is necessary for efficient organization. Most 
farmers in the United States have not been willing to pledge 
their product for a period of years to an organization whose 
capacity for rendering efficient marketing service has not yet 
been demonstrated. The five-year contract, which may be 
necessary to allow time for the development of efficient marketing 
machinery, may make possible large economies in saving the 
continual solicitation of business by local buyers. However, 
the growers do not know whether the organization will spend 
in other ways more than enough to offset this possible economy; 
and they do not know whether the organization will possess the 
leadership as well as the co-operation of its members which are 
necessary to meet the competitive action of a united opposition. 
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Then, many farmers have been averse to pooling their product 
with that of their neighbors. They might receive better recogni- 
tion for the quality of their product from a co-operative organi- 
zation than from the trade." Many co-operative organizations 
have improved the quality of the product by allowing sufficient 
differences in price to cover the differences in quality. But this 
is a matter of successful operation of the larger organizations 
which has been beyond the experience of the average farmer. 
While the American farmer may be ready to join an organization, 
he frequently has neither the experience nor the training in 
co-operation to make it effective. Like business men in general, 
he would prefer ‘» remain an individualist. Before a business 
man foregoes the advantages of personally directing and operating 
his own individual plant, he has usually been forced to it by a 
period of cut-throat competition or has been persuaded by a 
special bonus or by the hope of better control of the market. 
Similarly, farmers have generally only consented to organize 
in the face of adverse competition, either present or anticipated. 
The farmer gives up the privilege of individual grading, of playing 
the market and of getting ahead of his fellows, according to 
the beneficent order of free competition, only when he becomes 
convinced that organization is necessary to enable him to deal 
on a basis of equality with the other organizations and agencies 
which buy his products. 

Until very recently, the organization of the producers of 
farm products in the United States outside of California was 
. almost entirely confined to local associations for assembling, 
storing, processing, packing, and shipping farm products. 
Distribution was left by these local associations to agencies 
which have not been under the control of farmers. An organi- 
zation cannot engage in the distribution of farm products on a 

*O. J. McConnel and William R. Camp, A Study of Conditions for Marketing 
Cotton in North Carolina, United States Department of Agriculture, Bulletin No. 
476; J. W. T. Duval, “Acceptable Standards in Grain,” Proceedings of National 
Conference on Marketing and Farm Credits (1915), p. 191; Federal Trade Commis- 
sion, Report on the Grain Trade, I, 99; II, 154-61;1L. D. H. Weld, The Marketing 


of Farm Products, pp. 363, 373; Harold Faber, H. Hertel, Cooperation in Danish 
Agriculture, pp. 72, 81; W. W. Cumberland, Cooperative Marketing, pp. 52, 100, 156. 
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national and an international scale to stabilize prices unless it 
controls a large volume of the product. The growers who first 
gained the advantages of organizing their own system of dis- 
tribution were those who had large fixed capital investment, 
like the citrus and dried-fruit producers of California. The 
six or seven years’ period required for bringing a grove, or orchard, 
or vineyard into bearing increases the amount of capital that 
must be lost unless a marketing organization is developed to 
maintain the value of land planted to groves, orchards, or vine- 
yards, and limits the possible competition which interferes with 
the stabilizing influence of an organization. 

This article will consider two typical California organizations 
which occupy positions of leadership as distributors of farm 
products.’ They illustrate the problems of co-operative market- 
ing of perishable and non-perishable farm products under the 
varying conditions of rising and falling prices. However, the 
statement, here given, of the relation of agriculture to business 
cycles and more particularly of the relation of organized distri- 
bution of farm products to the problem of price stabilization 
is not intended to be exhaustive or conclusive. The elements 
in the problem are outlined to indicate the scope of the investi- 
gation which must be conducted before any conclusive study 
upon the subject can be made. 

During the go’s, when there was a depression in agriculture 
and in business in general, the citrus-fruit producers in California 
experienced great difficulty in selling their product through 
the usual business agencies. The small-scale middleman, 
working independently in accordance with the assumed benefi- 
cence of an unorganized distribution, could not assure the 
growers even the cost of production. The large markets were 
alternately over- and under-supplied. Smaller markets either 
were not covered or were supplied through resales from large 
centers. As production increased, the risk of shipment became 
so great that the buyers either paid a very low price or handled 

* A considerable portion of the information for this section of this article was 


obtained through correspondence or interviews with the officials of the California 
marketing organizations. 




















288 WILLIAM R. CAMP 


the fruit upon a commission basis. The returns for the sale 
of fruit might not be sufficient to pay the costs of packing and 
transportation.‘ It became a question of either decreasing 
production, that is, of cutting down orange groves, or else of 
organizing an entirely new system of distribution.” 

It was very evident that the local packing organizations 
which were first formed in the 80’s could not solve the problems 
of regulating the flow of products to the different markets and 
of stabilizing prices upon a paying basis to the growers any more 
than the individual grower or small middleman could. The 
isolated local association does not possess the extended contact 
with the trade which the large organization has, and which is 
important to enable the organization to secure efficient manage- 
ment and distribution. The local association may not choose 
to enforce upon itself sufficient control of the members’ product 
to permit proper planning of expenses for a definite volume of 
business, and to allow the management to enter into contracts 
for the sale of any definite amount of any given crop. A small 
volume of business cannot be made to incur the risks and costs 
of maintaining legal, traffic, sales, credit, statistical, and adver- 
tising departments with a staff of specialists to man them. 
Each association, working independently of the other, cannot 
prevent over- and under-supplying of markets. Very soon it 
was found desirable to federate the local associations into 
one central selling agency for the purpose of systematizing 
distribution. According to the plan now operating, the local 
packing-house associations, over two hundred in number, are 
federated into twenty district exchanges which look after the 
shipping for the locals; and the district exchanges are federated 
into one central exchange, the California Fruit Growers Exchange. 
The line of development has been increasingly for the grower 

*W. W. Cumberland, Cooperative Marketing, p. 46. Princeton University 
Press, 1917. 

2 J. W. Lloyd, Cooperative and Other Organized Methods of Marketing California 
Horticultural Products, p. 38. “University of Illinois Studies in the Social 
Sciences,” March, 1919. 


3 Cf. E..G. Nourse, “Outline for Cooperative Marketing,” Journal of Farm 
Economics (April, 1922), p. 84. 
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to delegate authority as to time of picking to the local association, 
for the local association to delegate all authority as to place 
of sale and price of the product to the district exchange, in 
order that the latter may co-operate more effectively with the 
central exchange in securing a more uniform distribution through- 
out the year and throughout the area of possible consumption. 
The district exchanges are necessary intermediaries between the 
local and central exchanges to give that more intimate direction, 
largely by wire, necessary for the rapid movement of a perishable 
product. The district exchanges are prevented from working at 
cross-purposes by selling through the common sales agency of the 
centralexchange. The central exchange now maintains sixty dis- 
trict selling offices in the leading markets of the United States 
and Canada which are in charge of salaried employees and brokers, 
and utilizes sub-brokers in twenty-five markets." These branch 
agencies collect market news, sell the fruit under the instruction of 
shippers, the district exchanges, and make collections for all sales. 

It should be noted that a joint sales agency for selling products 
in the centers of consumption so as to bring about the widest 
possible sale of the products may be a matter of slow develop- 
ment. In the first place, the California Fruit Growers Exchange 
did not have the capital to equip and maintain branch offices 
generally; and hence the brokers and commission merchants 
who had been handling citrus fruits were largely utilized. Many 
of them were so well intrenched and their connections so well 
established that it was not in the interest of economy to supplant 
them by salaried employees of the Exchange. Later, however, 
the more common practice was to establish a branch office when 
there was a sufficient volume of business to cover the cost of 
maintenance. Ordinarily the salary and expenses for a repre- 
sentative were no more than the commission charge of brokers. 
Besides, a salaried representative was more watchful than a 
broker to increase the quoted price if market conditions made 
it feasible and desirable? The hroker has numerous lines 


* Brokers are in charge of nine of these branch offices. The “sub-brokers”’ 
operate under the district offices. 

? This increase called “overages” amounted to $500,000 in 1921 or about one- 
half of the total expense for maintaining the entire sales force. 








290 WILLIAM R. CAMP 


claiming his attention, many of which are competing, while a 
salaried representative can give his whole time to developing 
demand for the product of the Exchange and encouraging its 
sale above that of competing products. In order to increase 
the employment of its own sales force and to keep the men 
stationed in its branch offices employed the year round, the 
Exchange undertook to sell fresh deciduous fruit for another 
organization. It is important to have products sold through 
an agent who is in constant contact with the trade, as the trade 
then comes to depend upon this agency for a regular portion of 
its needs. _ But with the development of Valencia oranges which 
ripen in the summer, the Exchange has been in a position to 
maintain a year-round flow of fruit moving through its sale 
agency. Moreover, as production has increased, it has become 
more necessary for the Exchange to employ its own salesmen 
who will push the sales of its fruit during periods of light as well 
as heavy consumption. The salaried employee is more willing 
to do the missionary work of developing the less desirable markets 
and of co-operating with the dealer service men in promotion 
than is the broker. The broker is inclined to “skim the cream” 
and does not care to incur the expense of traveling to outlying 
markets and of exerting himself upon the slower moving lines. 

Advertising as well as an increase in the sales force has 
proved a factor in creating new demand for the brand of fruit 
distributed by the California Fruit Growers Exchange. When 
in 1907 the Exchange discovered that production was outstripping 
consumption, advertising was tried as a means of increasing 
consumption.t The appropriation for this purpose has varied 
with the season’s production. The original appropriation by 
the Exchange of $15,000 in 1907 has been increased to an outlay 
of over a million dollars in 1921. In this period production 
increased from 10,290,729 boxes of oranges in 1907, to 22,116,778 
boxes in 1921. The advertising expenditure for 1921, the year 
of depression, was increased by $285,000 over that of 1920, 


Don Francisco, The Economics of Farm Products Advertising. An address 
delivered before the Convention of the Pacific Coast Advertising Clubs Association ; 
San Diego, June 26, 1922. 
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the year of highest prices. The California marketing organi- 
zations which handle farm products that are capable of receiving 
trade-mark brands, like many successful manufacturing enter- 
prises, increased their advertising expenditure during the period 
of depression in order to promote the movement of the product 
from the trade to the consumer.’ This policy is a factor in 
stabilizing the value of a product which cannot be restricted in 
quantity as can the manufactured product. Advertising has 
educated consumers to a year-round use of citrus fruit, and thus 
has helped the sales force of the Exchange to secure a more 
uniform distribution of the product and a greater stabilization 
of prices. 

The citrus fruit of the California Fruit Growers Exchange 
is so uniformly distributed throughout the United States to the 
jobbers who sell to the retailer that the price to the jobbers 
tends to be equalized in all the markets for the same grade at 
any given time. The uniform distribution to the different 
sections, which brings about this equalization of prices, takes 
away any competitive advantage from shippers placing their 
product in one market rather than in another. Through an 
efficient sales organization markets are not over- or under- 
supplied. Losses from glutting markets are thus avoided. 
Through the blanket freight rate which applies east of the 
Mississippi River and through the diversion privilege, a car 
may be diverted without extra freight from the market which 
is already well supplied. In this way no greater supply is 
placed in a market than can be sold for the price that the Ex- 
change shippers are asking for a particular grade of fruit at 
any given time.’ The rate of picking and movement of the 
fruit is so adjusted by the Exchange, to the consumer demand, 
as to avoid the necessity of changing prices radically. Stabiliza- 
tion of prices is based upon the Exchange’s regulating the flow 


* Report of Joint Commission of Agricultural Inquiry, Part IV, “Marketing 
and Distribution,” pp. 148-49; Henry S. Dennison, ““Management and the Business 
Cycle,” Journal of the American Statistical Association (March, 1922). 

2 About one-half of the cars may be diverted once in transit, and very few more 
than once. 


3 Cf. B. H. Hibbard, Marketing Agricultural Products, p. 166. 
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from the groves to the markets. Less adjustment of distribution 
to changing demand would be possible in the case of those 
perishable products which possess less latitude in the time of 
picking. The storage capacity of oranges on the trees makes 
it possible for the local associations to slacken or quicken the 
rate of distribution of citrus fruits according to the information 
received by the Exchange of the movement of competing 
products. Interference with this plan of distribution as carried 
on by the Exchange has been largely prevented, and the waste 
of speculative resales by jobbers has been largely eliminated, 
since no outside agency has such complete knowledge of the 
movement of cars of citrus fruit to the different markets as has 
the Exchange. Thus the Exchange with the support of its 
underlying organizations and of the individual growers estab- 
lishes on each day’s market a co-operative price, which is to be 
contrasted with the competitive price.’ The former is the 
result of a co-operative system with a carefully directed and 
planned distribution, and the latter is the result of unco-ordinated 
agencies working at cross-purposes. Only a co-ordination of 
all the agencies entering into distribution can properly plan and 
direct shipments so as to place on each market the amount that 
can be consumed there. Agencies not working together cannot 
expect any other than haphazard results, and hence the more 
highly fluctuating market of the competitive period and the 
greater costs and margins for selling and for bad debts, as well 
as for transportation which prevailed in the unco-ordinated 
scheme of distribution before the organization of the growers.’ 
In solving these problems of price stabilization the Exchange 
is moving in the same direction as the larger organizations of 
business in general. 

t Cf. statement of Elbert H. Gary, Hearings before the House Committee on 
Investigation of the U.S. Steel Corporation, I, 75-80. 


2 The reduction in the cost of packing from 40 to 50 cents a box before organi- 
zation to 10 cents a box in 1911 meant a saving of $2,000,000 annually on the basis 
of the 1911 output. The selling cost has been reduced from 7 to 10 per cent on 
the gross proceeds prevailing before organization, to the present expense of 2} per 
cent for a better service including advertising; Lloyd, Cooperative Marketing of 
California Horticultural Products, p. 15; G. Harold Powell, Fundamentals of Coopera- 
tive Marketing, p. 5. 
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The California Fruit Growers Exchange sells to the whole- 
sale trade its current requirements, on a delivered basis. The 
Exchange pays the freight. About 85 per cent of the fruit is 
sold after arrival upon the market, the remainder being sold 
either f.o.b. or while “rolling.” Sale on a delivered basis gives 
the Exchange the greatest possible time for adjusting the supply 
to the demand, and decreases the risk of buying on the part 
of the isolated, unorganized jobbers. A sight draft is attached to 
the bill of lading or the sale is made upon open account—in 
the latter case collections being made within five days." The 
time of turnover on oranges averages about five days for the 
jobber. Through these terms of sale the trade may handle 
the product with a minimum of credit and risk. The hazards 
of pyramiding credit upon the basis of inflated prices are not 
incurred by jobbers who handle a product the distribution of 
which is financed by the growers upon a delivered basis and which 
has a relatively rapid rate of turnover. The trade continues to 
buy its weekly needs during the period of depression. The hazards 
of purchase are not so great as to interfere seriously with the usual 
movement of the product or with a policy of price stabilization. 

The growers carry the financial load of ownership of the 
product until the jobber is ready to buy and resell it to the re- 
tailer. A survey has shown that the average period between the 
date when a shipment leaves the packing-house and the time when 
the proceeds from the sale thereof reach the Los Angeles office 
is about 25.6 days. As the Exchange is without capital, this 
means that the distribution of over $93,000,000 of business is 
financed by the 10,000 members. This would not be possible 
if the growers were not able to wait for their returns. The 
growers receive the average price which the Exchange obtains 
for the fruit of the same grade in any given pool, separate pools 
being made for each grade and variety of fruit of each local 
association, the time covered by each pool varying from ten 
days to a season.? With uniform distribution and equalization 


t The loss on the collection of $93,384,958 in 1921 was less than $3,570. 
G. Harold Powell, Annual Report (1921), p. 8. 

2 William R. Camp, “Cooperative Pooling,” Wallace’s Farmer, February 10, 
17, 24 and March 3, 1922. 














204 WILLIAM R. CAMP 


of prices, the advantage of one pool over another of the same 
grade tends to disappear for any given time. Thus through an 
‘efficient sales organization a high degree of stabilization of prices 
to growers is realized in comparison with the uncertain returns 
from the “‘hit-or-miss” shipments previous to organization. 

This, in brief, is the system that made possible the distri- 
bution for the growers of the largest crop of citrus fruit ever 
produced in California, during a year of depression, and at 
prices which, according to the management, assured most of 
the growers the cost of production or better.‘ The average net 
farm price of oranges during the five pre-war years, 1910 to 
1914 inclusive, was $1.76 per box, while the price received during 
1920-21 was $2.90 per box. The relative farm price was 160, 
as compared with a relative farm price for crops in general, of 111, 
and for live stock, of 107.2. The highest f.o.b. price for oranges 
in 1919-20 was $3.91 per box, or a relative price of 222. In 
1920 the relative farm price for crops in general was 244 and 
for live stock 168. These f.o.b. prices show that the system of 
distribution of the Exchange, as well as that of the trusts, had 
a stabilizing influence upon prices. The price of oranges did 
not suffer such a violent decline as prices of cropsin general. The 
organization was capable of neutralizing the tendency of luxury 
products to undergo a greater price change in the period of 
depression, because of the elasticity of demand for them. Other 
factors than organization are potent in affecting price fluctuations, 
such as changes of weather, which influences the desire for fruits, 
vegetables, and meats, and changes in business conditions 
which curtail the purchasing power of consumers; but organi- 
zation can systematize the distribution so that the flow of a 
product to each market is adjusted to the day’s demand. If 
the organization handles sufficient volume of the product to 
afford the expense of being in telegraphic touch with all markets, 
and of maintaining a statistical department to keep a competent 

*G. Harold Powell, Annual Report (1921); Fundamentals of Cooperative 
Marketing, National Agricultural Conference, Washington, D.C., 1922. Florida 
reached a maximum of 8,200,000 boxes of oranges in 1921 


? Survey of Current Business, p.118. United States Department of Commerce, 
May, 1922. 
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record of the usual absorbing power of each market, and if the 
organization possesses a force of traffic experts, inspectors, and 
division sales managers to keep track of, increase, or retard the 
movement to different markets, then the organization may lessen 
the fluctuation in market prices. But whether, during an 
extended period of depression, consumers will continue to be 
able to buy fruit at a price that will cover the cost of operation, 
and maintain the present market value of citrus-fruit groves, 
is a question that only the future can answer. As production 
is increasing faster than population, purchasing power and 
economic conditions generally will need to improve, if sales and 
prices are to keep pace with the increase in citrus-fruits acreage, 
over which the Exchange has no control. However, if production 
increases faster than the purchasing power of the population, 
it may be possible to increase demand by increasing the amount 
expended for advertising and sales force. This would mean that 
the cost of distribution would be increased through the competi- 
tion of the unregulated excess production." 

The marketing of California dried fruit illustrates the world- 
trade problems of inflation and deflation which must be met by 
co-operative or non-co-operative organizations in the marketing 
of non-perishable farm products. The character of the competi- 
tive forces that determine the modern market will be traced 
genetically in connection with the raisin industry to show 


t The selling cost of the Exchange averaged 1 per cent of the consumer’s dollar 
in the period from December, 1913, to November, 1918, and 1.4 per cent in the 
period from December, 1920, to May, 1921. During this period the harvesting 
cost increased .7 per cent, the packing cost 2.8 per cent, and transportation 7.7 per 
cent, and retailer’s margin 2.7 per cent of the consumer’s dollar, while the jobber’s 
margin decreased .4 per cent. The fruit on the tree or the net portion of the con- 
sumer’s dollar received by the grower decreased from 39.8 per cent to 25.9 per 
cent. The increase in sales cost of .4 per cent may in part be due to the increased 
expenditure for advertising and sales force which was necessary to sell the greatly 
increased production. But undoubtedly the very low cost of distribution of this 
Exchange is made possible by the large percentage of the crop which it handles, 
namely, 72 per cent in 1921. F. O. Wallschlaeger, California Citrograph (August, 
1921). Cf. Report of Joint Commission of Agricultural Inquiry, 67th Congress, 
1st Sess., House Report, 408, Part IV, “‘Marketing and Distribution,” p. 214° 
Theodore H. Price, “‘Chain Stores Revolutionizing Retail Distribution,” Commerce 
and Finance (August 30, 1922). 
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the complexity of the problems which have developed as an 
essential part of the price system. As production increased," 
the producers and business men in the raisin industry found 
that the “propensity to truck, barter, and exchange one thing 
for another’” was not enough to establish a system of distribution. 
The price system does not automatically equalize the distribution 
of food products as assumed by those possessing the bias of the 
eighteenth-century theorists. According to the faith and belief 
of those days, the beneficent order of free trade, of unregulated 
free competition, would so completely equalize the surplus of 
one season and section with the dearth of another season and 
section that distribution would be uniform between countries 
and the autonomy of local traders acting independently, and 
freely competing, would somehow bring about a beneficent 
average of the world’s food supplies so that famine would cease 
to exist and even dearth would almost disappear. 

The laissez faire system of competitive distribution of raisins 
proved unsatisfactory to the packers. In 1889 the production 

t The production of raisins increased from 1,500,000 pounds in}1880 to 38,400,- 
000 in 1890, 90,000,000 in 1900, 115,000,000 in 1910, and 375,150,000 in 1919. 

2 Adam Smith, Wealth of Nations, Book I, chap. ii. 

3R. Torrens, The External Corn Trade. London: Longman, Rees, Orme, 
Brown and Green, 1826. ‘The public good requires that the supply of subsistence 
should be equalized not only through all districts of the country, but, also, through- 
out all the periods of the year” (p.5).... “‘By equalizing subsistence throughout 
all the countries which engage actively or passively in commerce; by distributing 
the supply in regular proportion through all the periods of the year; by carrying 
forward the superfluities of abundant seasons, to meet the wants of deficient ones; 
by occasioning the establishment of stores and granaries; and by giving security 
to agriculture, and consequently a new impulse to production, it seems that an 
unfettered foreign trade in corn might render famine impossible and make every 
dearth an extremely improbable occurrence. The inequality in the productive- 
ness of the seasons diminishes as territory extends. The deficiency of crop, in one 
country, is compensated by abundance in other countries; and the quantity of 
human sustenance, which under any given state of agricultural improvement 
our earth produces, may be considered as not liable to any very considerable vari- 
ation from year to year. Hence were perfect freedom granted to the external trade 
in corn and all of its operations effectually carried on, the supplies of grain, except 
as they might be influenced by the expense of carriage and by the gradual progress 
of cultivation, would not only be equal throughout all commercial countries 
but would continue steady, and almost stationary for periods of years. Neither 
famines nor dearths would occur in the future history of the world’’ (pp. 34-36.) 
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of raisins had so outstripped the demands of the large markets 
that their system of purchase of raisins and of resale through 
isolated brokers broke down. Accordingly the packers deter- 
mined that they would no longer take the risk of purchase, 
but that they would handle the product for the growers on a 
commission basis. This change in policy, which is commonly 
made during years of declining or uncertain prices, continued 
until 1897. It really meant that the packers would continue 
to occupy the strategic position of directing distribution, but 
that the growers would be obliged to carry the risk of the whole 
process until the product could be finally sold in eastern markets. 
Each local packer, acting independently of others, but in accord 
with the assumed beneficent order of free competition, consigns, 
and sells as much as he can to wholesalers in the leading consum- 
ing centers. Other packers do likewise with the result that the 
market may be overloaded. Then the rate of turnover may be 
decreased, or a part of the goods may be reshipped or the price 
may be depressed to the retailer. The small packer is not in 
a position any more than is the individual grower to bear the 
extra expense of searching out new outlets in the smaller markets, 
of advertising the product throughout the possible area of con- 
sumption in order to stimulate its wider use, of incurring the 
possible losses of too large deliveries in the larger markets, or of 
bearing a high-cost local freight for reshipment to other markets. 
Thus the packers and the eastern wholesalers acting independ- 
ently, according to the laissez faire system of free competition, 
did not have sufficient volume of business to develop markets, 
and to stabilize prices on a living basis to the producers. 

The risk of this scheme of unco-ordinated distribution was 
too much for the growers to bear. In 1891 prices to the producers 
declined to 1 cent a pound after the holidays and the whole crop 
was reported to have been sold below the cost of production." 
The raisin growers first attempted to solve this problem of losses 
or declining profits through collective bargaining. They sought 
to utilize their power of contract to determine upon a fair sale 


* W. Y. Spence, “‘Success after Twenty Years,” Sun-Maid Herald (November, 
1917), P. 5: 
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price, and to organize to sell only to those packers who would 
pay them their price. In the case of the first general organiza- 
tion, the California State Raisin Growers Association, formed 
in 1892, an agreement was reached for the packers to pay 43 cents 
a pound, provided the growers signed up contracts of sale for 
75 per cent of the crop. Ninety-five per cent of the raisin- 
growers of the state and twenty-five packers were reported to 
have entered into this agreement. Packers who refused to 
join in the agreement quoted prices to the eastern trade below 
the price fixed by the association. The inside packers followed 
suit. The eastern wholesalers lost confidence in the ability of 
the association to stabilize prices and withheld their orders. 
The packers then consigned the raisins to eastern brokers under 
instructions to sell for what they could get. The result was 
that the market declined as low as 13 cents per pound. The 
mere publication of quotations by the independent packers, 
offering to sell at a lower price than that of the association, 
proved sufficient to influence the wholesalers to wait until they 
could buy at that price.’ When prices are uncertain, the trade 
does not make the usual large purchases. The shift to a smaller 
scale of purchases becomes another bearish influence. The 
total year’s sales may not be reduced, but the slackening in the 
rate of purchase becomes a depressing force in the prices which 
the distributors will pay the growers for their product. The 
reduced and uncertain rate of movement of a product and the 
fluctuating market increase the margin of security required by 
the bankers, or force liquidation; and the distributor who makes 
his purchases with borrowed funds must buy at an increased 
margin of profit. Thus the growers may have to bear the final 
effect of instability of prices. Accordingly, delayed purchase 
on the part of the wholesaler was sufficient to create demorali- 
zation among the producers. Broken contracts followed, with 
ruin to many producers and a decrease in production.? Thus 

* W. Y. Spence, Sun-Maid Herald (December, 1917), pp. 6, 16; (January 1918), 
p. 7. 

2 Ibid., p. 6. The assessor’s books showed a decrease in acreage of vineyards 


of 10,000 acres after the failure of an attempt to combine growers and packers in 
one organization in 1894. 
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for twenty years the growers and packers, acting either together 
or independently, failed in their efforts to organize the raisin 
industry. 

A price-fixing contract, the main feature of all the unsuccessful 
organizations of raisin producers, could not be expected to solve 
the problem of distribution. To market a product gradually, 
provision must be made for financing the growers until a year’s 
crop could be sold. But the growers were not inclined to sub- 
scribe the necessary capital for buying and packing the product 
and for financing the storage until it could be sold gradually. 
The majority of them knew nothing about marketing and business 
organization. They preferred to combine with or sell to the 
packers. One notable exception, however, M. Theodore Kearney, 
a large grower and a man of wide business experience, recognized 
the futility of combining conflicting interests in one organization, 
composed of growers interested in low cost of distribution and 
packers interested in as large a margin of profit as possible. 
The majority of growers and business men, however, would not 
follow a plan proposed by him, which included provisions for 
adequate capital, centralized management, long-period contracts, 
packing-houses operated by the producers, standardization of 
the product, extended advertising, and control of the product 
by the producers’ organization until advantageous markets could 
be developed. Although the first organization established by 
Mr. Kearney operated successfully for several years, it finally 
went into bankruptcy because of insufficient capital to finance 
the payments to the growers, the building and operation of 
packing-houses, the purchase and storage of the carry-over, 
and a proper program for advertising the product, and finally 
because of lack of support by many of the growers and bankers. 
The year-crop contract made it impossible to centralize the 
management and to enter upon any extended plans for a nation- 
wide development of markets. 

The packers, on the other hand, were not able to profit by 
their own experience. Still, acting independently and at cross- 
purposes, they were not able to organize themselves for limiting 
destructive competition in the selling markets, as many other 
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groups of business men were doing at this time. The greater 
fluctuation in prices resulting from this disorganization decreased 
their borrowing power for financing the purchase of the crop on 
a basis satisfactory to the growers. The packers would have 
needed to borrow very heavily from the banks to finance the pur- 
chase and storage of the unsold portion of the crop. To have 
effectually met such needs for credit would have required a better 
organization of the industry. The funds which they did obtain 
from their individual sales did not enable them to take the whole 
crop at once; hence the growers who were most in need of funds 
were most anxious to sell at a price low enough so that their prod- 
ucts would be disposed of early. It was the common experience 
that such growers rushed to sell their crops as soon as harvested.’ 
The forced sale of this so-called ‘‘distressed product” has been 
a factor in determining the price of all farm products in which 
the growers are not properly organized. The farmer has been 
obliged to pay a penalty for having his crop ‘‘eaten up” before 
harvesting it—the penalty of paying a high price for supply- 
store credit, and of obtaining a lower price for unloading a 
product upon, or “stampeding,” the market. The packers, who 
upon the return to more prosperous conditions again became 
buyers, could not safely purchase a season’s supply when they 
knew that the product might be purchased later at a lower price. 
The “short sellers,” who sell a product which they expect later 
to purchase at a lower price, are always a disturbing element 
to those “‘long”’ buyers who perform the function of storage of 
farm products. The exception may be in the case of the long 
buyers who used their stock to fill current orders and who are 
thus able to hold off from further buying until they can cover their 
short sales with greater profit than their loss on their long pur- 
chases. The short seller is interested in repeatedly cutting the 
price of his competitors’ selling market in order that he may 
depress the producers’ market and be able to buy a sufficient 
amount at a low enough price to cover his sales at a profit. If 
he thereby induces the wholesale trade to wait until purchases 
* Eliot Jones, op. cit., pp. 118, 119, 200, 206, 232. 
2 W. Y. Spence, Sun-Maid Herald (February, 1918), p. 8. 
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can be made at the reduced prices offered, his competitors will 
have to reduce their selling and their buying prices. The presence 
of this short selling on the part of the “bears” decreased the 
amount of the crop that any packer could safely buy long and 
store. ‘The large number of small-scale growers without surplus 
income, who must make forced sales to meet current obligations, 
played into the hands of the price-cutting operations of the bears 
to the disadvantage of all packers who had bought more than 
enough to cover orders. Under these conditions buyers were 
gradually forced to store less of the product and to make their 
profits on their short sales. In this unstabilized situation, 
the wholesaler found raisins a hazardous product to handle, 
and became inclined to purchase “from hand to mouth.” Thus 
this unregulated individualistic competition of the old laissez 
faire system left the problems of storage, finance, and of gradual 
distribution unsolved. The depressing effect of having a year’s 
supply thrown upon the market in a relatively short period, 
however, made co-ordinated planning of a year’s distribution 
of farm products more necessary than in the case of manufactured 
products, the production of which can be regulated according 
to orders and changes in the demand, peculiar to taste, fashion, 
and business cycles, and led the growers in 1912 to seek a stronger 
form of organization. 

The establishment of this organization, the California 
Associated Raisin Co., now known as the Sun-Maid Raisin 
Growers, was conditioned upon the subscription by the growers 
and business men of a capital of not less than $750,000. It 
was optional with the company whether or not it would operate 
if the growers did not contract to sell at least 60 per cent of the 
crop through the organization. To secure the capital, stock 
was sold to business men and growers, the latter subscribing 
80 per cent of the amount sold. But to keep control in the hands 
of those friendly to the growers, all stock was placed in trust 
with certain growers and business men who acted as trustees and 
exercised all the voting rights of the shareholders for seven years. 

In the contract with the growers, provision was made that 
the company would buy the raisins at a stipulated price, the 
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price to increase as the percentage of the crop signed up by the 
growers increased. This guaranteed price was to be 3} cents 
per pound for loose muscats if 75 per cent of the crop was signed 
up, and was to be paid upon delivery. The company agreed 
to resell the product and to give the growers any excess over 
+ cent a pound, which was the margin allowed for administrative 
expenses and for a deduction to cover taxes and insurance on 
any raisins not sold by January 1. Each grower received the 
same price, that is, the average price for which the raisins of 
the same grade and variety of any given pool were sold. 

The co-operative organization through the higher stabilized 
price paid to the growers capitalized the intangible assets of 
(1) the power of collective bargaining, (2) a business contracted 
for five years with a minimum expense for soliciting, (3) a better 
system of financing the growers who were henceforth freed from 
the high cost of supply-store credit, and (4) a more efficient 
system of distribution with the surplus production under the 
control of the producers. Operating at cost, the company 
would not have profits to capitalize, as the usual large-scale 
commercial organization has. In other words, the stock of 
a strictly co-operative organization remains at par or below, 
and is not subject to the stock jobbing, which is such an important 
factor in the direction of the larger corporate organizations of 
business. 

In its pooling contract with the growers the company re- 
sembled more the pooling agreements of ordinary commercial con- 
cerns, which were common in the latter part of the nineteenth 
century,’ and in its voting trust agreement, the trustee agree- 
ment of the Standard Oil Company.? There were, however, 
several fundamental differences. The trustee agreement of the 
raisin company did not involve taking over the operation of 
the farms of the shareholders, but it did take over the owner- 
ship of the products of those who signed the contracts.3 The 

* Eliot Jones, op. cit., chap. ii. 2 Ibid., p. 19. 

3 In the first form of organization those growers who contracted their products 
to the company might or might not be shareholders, but in the modified form they 


were later required to become shareholders through an assessment against all 
tonnage handled. 
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distribution of raisins was brought under centralized direction 
while production on the farm was continued under the control 
of the individual growers. The organization of growers stopped 
short of developing a system for concerted direction and control 
of production. The returns to the individual growers according 
to the pooling contracts were proportionate to the quantity 
of product of a given grade turned over by each grower to the 
company; while in the trusteeship of the Standard Oil Company 
the returns to the individual owners of the stock certificates 
were a fixed percentage of the profits of a// the owners. In the 
former case full recognition was given to quantity of output of 
any particular farm; in the latter, quantity of output of any 
particular plant, or no output, was made a matter of indifference 
to the former owners, who through the new organization shared 
in the total profits on the basis of the past volume of their plants, 
regardless of their current individual output.‘ From the point 
of view of control of production and of the greatest returns in 
terms of price, the method of the Standard Oil Company undoubt- 
edly was more advantageous. The trustee agreement of the 
raisin company was simply a device for pooling voting rights, 
by placing them in the hands of trustees for the purpose of 
preventing the packers or other conflicting interests from con- 
trolling the corporation. 

One of the first important operations of the new company 
was to buy the surplus raisins held over from the 1912 crop in 
order to prevent their use by the packers for depressing the 
market. Of the total holdover of 35,000 tons the association 
bought 23,000 from growers and packers,? paying from 2 to 4 
cents a pound, a price from one- to three-quarters of a cent above 
that which the packers were offering.’ But this required an outlay 
of about $1,000,000, with an additional outlay of $134,000 for 
warehouses. Besides, $2,162,158 were borrowed to finance the 
purchase of the.new crop of raisins from the growers. Soon 


t Jones, op. cit., p. 20. The relation of the raisin pool to distribution and prices 
is given below. 

2W. Y. Spence, “‘The California Associated Raisin Company,” Sun-Maid 
Herald (February, 1919), p. 4. 

3 Spence, Sun-Maid Herald (August, 1918), p. 7. 
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the company, through 5,900 contracts with the growers, 
controlled 90.6 per cent of the raisins of California.t Leases 
were arranged with sixteen packers to process and pack 
the raisins for the company at a fixed manufacturing charge. 
The association reserved the right, however, to set the price 
of sale of the raisins sold by these packers. Thus the right to 
speculate, the exercise of which had interfered with the attempts 
of previous organizations to stabilize prices, was taken away from 
the packers entering this agreement. Though the right to sell 
direct to the trade was reserved to the company, during the 
first year it used the system of distribution of the packers.? 
Distribution through independent outlets amounted to 53.98 
per cent in 1917, and to over 75 per cent in 1919. It is evident 
that the company took time to develop its own independent 
channels of distribution. 

The association announced to the trade in July, 1913, that it 
would sell the old crop at its opening prices, which were guaran- 
teed against decline until September 1. This plan continued 
to be the price policy of the organization until 1921, when 
depressed business conditions and the attitude of the government 
made it advisable not to sell futures before the price was named.’ 
On a firm market, a policy of selling on a basis of a price to be 
named later is not so objectionable to the wholesalers as 
when prices are uncertain with a tendency to decline. The 
association maintained its prices without reduction every year 
until 1921. This policy, which stabilized prices to the trade, 
afforded the best basis for a conservative merchandising profit; 
and, even more, stabilized prices to the growers. While the 
opening prices might be increased to the trade at different times, 
as market conditions justified, the growers were paid a pool 
price, that is, the average price for the whole crop year for any 
given grade and variety after deducting expenses, including 


* Only one-tenth of 1 per cent of the growers attemped to evade their obliga- 
tions. 


2 Spence, ibid. (October, 1918), p. 5; (November, 1918), p. 6. 
3 Report of the Federal Trade Commission, Wiley M. Giffen, Associated Grower 
(February, 1922). 
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8 per cent return on capital stock. Prices were stabilized to 
the growers, not only within the crop year, but also from one 
crop year to another. A surplus was not allowed to depress 
the price during the year in which it was produced, for the 
association financed its storage until an outlet could be developed 
for it. Because a year’s supply is ready for market in a short 
time, and because there is less power to finance adequately dis- 
organized growers than manufacturers, a surplus is more impor- 
tant in agriculture than in manufacturing. Co-operative pooling 
proved to be a method of co-operative insurance for distributing 
the risk of marketing. Without a pool each grower must be 
interested in the time and place of sale of his individual lot. 
Under the pool, the products of all growers were mingled, so 
that the individual grower lost his interst in the time and place 
of sale of his particular product. As long as each grower can 
dictate the place and time of sale of his product, some times 
and places will be glutted and others scanted, and the co-operation 
will not be such as to make possible a proper co-ordination 
of the forces of distribution and to realize any policy of price 
stabilization. Under the pooling plan the management was 
left free to develop a policy of distribution best suited to the 
trade, and to determine upon a price best adapted to the supply 
and demand. The selling price was determined by the directors 
elected by the trustees upon the basis of the crop and market 
information which had been accumulated year after year by 
the organization. The officials of the company claim that they 
do not possess any monopoly power to fix prices. As they 
do not control the output, they are obliged to follow the whole- 
sale market, varying their prices each year according to crop 
and business conditions. 

During the period of inflation in 1919 the speculative trade 
increased the price 15 cents a pound set by the association to 
28 cents a pound. This was after the association had sold 
the raisins and therefore lost control over prices. During this 
year there developed an unexpected demand for raisins for 
home brewing which gave an additional reason for speculation, 
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if any were needed.t The inflation of demand during the war 
and post-war period was a factor in the pyramiding of prices. 
Retailers who could not obtain raisins from one jobber might 
give the same order to several and thus demand was apparently 
doubled or trebled. Jobbers would do likewise, and hence the 
tendency to overorder. Or, the jobber might send in an order 
in excess of his needs so that the amount allotted to him 
should cover his demand. Through these means an inflated 
idea of demand arose. The brokers, whose commissions were 
increased by the quantity sold on the larger markets and by the 
number of times they might bring about resales, became effective 
instruments in this process of inflation. To summarize: demand 
was inflated by repeated orders and inquiries of retailers, the 
overpurchase of jobbers, the resales of brokers, the competitive 
bidding of independent packers who had less overhead than the 
organization and who, accordingly, were able to offer the growers 
more for their product, and finally by the speculative demand 
of the trade in general. By the same process that demand was 
inflated, prices were raised to what later proved to be a collapsible 
peak. Thus one of the processes is seen which led to the agri- 
cultural and business crisis of 1920, and finally, to the delayed 
depression of 1922-23 in the raisin industry. The overplanting 
of vineyards induced by these speculative prices finally bore 
fruit and gave to the raisin-producers a share in the general 
agricultural depression which is considered in Part II. It is 
possible that if the organization had put the growers and bankers 
who financed them in more complete possession of the facts of 
the general price movement and of the business cycle, the growers 
might have better organized their investments at this time, as 
did the better-informed business organizations,’ and have saved 
themselves from the results suffered by other farmers from fail- 
ure to precalculate the falling prices of farm products, and from 


* This period is characterized by Governor Strong as a “veritable orgy of 
extravagance, waste and speculation”—Joint Commission of Agricultural Inquiry, 
67th Cong., 2nd Sess., Part XIII, pp. 450, 496. Home brewing is said to have 
been only an unimportant factor in the price of raisins in 1919. 

*Cf. Business Cycles and Unemployment, National Bureau of Economic 
Research. 
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the excessive fixed capital charges of lands bought at the peak 
of the business cycle. To capture the inflated peak prices 
for raisins meant profits, but to purchase lands or set out vine- 
yards at peak prices meant excessively high costs for the raisin- 
growers as well as for farmers in general, and the grave possibility 
of a prolonged maladjustment of costs and selling prices in the 
period of depression and of falling prices to come. 

The competitive bidding for lands during the rising tide of 
price inflation results in inflating the values and costs of lands 
which have changed hands, but which may or may not have 
increased thereby in productivity. Agricultural lands in the 
United States doubled in value between 1910 and 1920. In 
so far as this does not represent an equal increase in income, the 
increase in land values represents inflation. Proper organization 
prevents such mortgage on future production and thereby saves 
the producer from a too rapid sale of goods to meet excessive 
costs during periods of money stringency. 

In 1920, the Association based its price upon the widely prev- 
alent speculative situation and named a price of 21} cents or 
53 cents higher than its 1919 price.t The competitive bidding of 
independent packers made it difficult for the association to name 
a lower price. The growers would be ungovernably dissatisfied 
with a price much lower than the independents were offering.” 
The influence of competition was in the direction of higher prices. 
Independents can safely pay a higher price than the co-operative 
organizations, because of less selling costs. The co-operative 
company has to bear the expense of advertising, of developing 
the more expensive markets, and of storing the surplus for the 
whole crop. The cost o#developing markets is less than one- 
fifth as much in the New York Division as in the Atlanta Divi- 
sion, where the density of population and the purchasing power 
of the people are relatively less. The independent makes a 
more immediate turnover in the large markets where sales are 
easiest, and usually carries no advertising. Their agents, the 
brokers, ‘‘skim the cream” of the markets. 

* Sixteen-ounce Thompson’s Seedless. 

2 Associated Grower (November, 1920), p. 4. 
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The speculative demand in a measure diverted the product 
from the channels of consumption to those of speculation. 
Prices may rise as a result of increased speculative demand, 
which at the same time may be causing the ultimate con- 
sumer’s demand to diminish. Not only the pure speculators, 
but also the bakers were speculating, that is, buying more than 
they needed in order to resell at a higher price. The result 
was that bakers, in general, either quit using raisins in bread, 
or used less at the higher prices. The housewives did likewise. 
In comparison with the average shipments between 1918 and 
1922, the rate of shipment from California was decreased from 
December, 1920, until August, 1921, when the association made 
the first reduction in prices since its organization in 1913. The 
merchandising trade found itself possessed of more raisins than 
the consumers would demand during the remainder of the year. 
The great period of consumption is before New Year’s, when 
60 per cent of the crop is usually sold. Besides, the losses to 
the wholesale grocers on sugar and other products, which shrunk 
in value with the general depression, had undermined the basis 
of credit of the jobber.‘ Under these circumstances he desired 
either to cancel his order, or to buy from “‘hand to mouth.’” 
Orders for a considerable amount of raisins were canceled. 
The jobbers were in no position to market gradually what they 
did buy, especially in view of the fact that retailers and consumers 
were waiting for prices to decline. If, in an attempt to meet 
their current obligations, the jobbers in general should unload, 
and try to force the market, there would be complete demorali- 
zation. The enforced liquidation of dealers who crowd into a 
business with insufficient capitai during a period of prosperity 
is always a disturbing factor in any program of price stabilization. 

To meet this situation of general depression, which confronted 
in varying degrees all distributors of farm products, the company 
adopted four important measures, namely: distribution from 


* Cf. statement of Hon. Benjamin Strong, governor, Federal Reserve Bank 
of New York, Hearings of Joint Commission of Agricultural Inquiry, 67th Cong., 
tst Sess., Part XIII, p. 499. 

2 Cf. Federal Reserve Bulletin (July, 1920), pp. 679-82; Report of the Joint 
Commission of Agricultural Inquiry, Part III, pp. 45-46. 
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eastern warehouses, increase in borrowed funds, more intensive 
advertising in the sections of greatest purchasing power, and the 
establishment of an international sales organization. If the 
trade, for lack of credit and confidence, would not buy in carload 
lots, the goods must be moved to the East, and sold from local 
warehouses to meet the ‘‘hand-to-mouth” demand of a period 
of credit stringency. 

The establishment of their own sales agency was a radical 
departure from the previous plan of selling through brokers, 
but it was in harmony with the action of the California Fruit 
Growers Exchange as previously outlined. While the immediate 
occasion of this drastic action was to meet the emergency of a 
possible collapse in prices the advantages of the change were 
thought to be permanent.' However, question has been raised 
whether this change would not better have been delayed until the 
company was more strongly intrenched with the wholesale trade. 

For the purpose of operating its own sale system, the United 
States was divided into fifteen divisions with a sales manager in 
charge of each division, and 150 specialty salesmen were engaged 
to canvass the wholesale and retail traae.2 This large number 


of salesmen was needed at first to block the tendency of the 
market to collapse, to put an end to the consumers’ strike, 
and to relieve the wholesalers of some of their stock and thus to 


* The advantages as stated by the Company are: “The present sales plan gives 
us a force of salesmen devoting their entire efforts to the sale of raisins. Brokers’ 
salesmen usually represent a number of food products and cannot therefore concen- 
trate their efforts upon any particular one. The broker depends upon the good-will 
of the buyer and of necessity represents the jobber’s interest rather than the 
grower’s. The broker offers goods to the customer when he has a price to offer as 
an inducement. He has neither the time nor the expert knowledge to put on a 
protracted sales campaign. He seldom has specialty men to create a retail demand. 
By dealing directly with the trade through our own sales force, we establish a more 
direct contact which makes for a better understanding and a better spirit of 
co-operation between the company and the buyer. We are able to give the dealer 
better and quicker service. We are infinitely better able to merchandise our 
advertising to the trade.”—Ninety-nine Questions and Answers regarding the 
Sun-Maid Raisin Growers, p. 18. 

2H. W. Helferich, ‘New Markets for California Raisins,” Associated Grower 
(March, 1922), p.8. By January, 1922, there were 200 specialty salesmen in the 
United States and Canada, and about 75 in Europe, South America, and China. 
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encourage them to hold on, and, finally, to help in thawing out 
the frozen credit of the bankers. The division managers were 
given authority to sign contracts for the sale of raisins without 
the necessity of securing the confirmation which was required 
in the case of all sales by brokers. The salesmen sold all raisins 
according to the schedule of f.o.b. prices, California, with 
freight and storage charges added, if the product was delivered 
from an eastern warehouse. Terms were 2 per cent discount 
if paid within ten days of invoice, net in thirty days, and interest 
thereafter. Five division offices have since been established in 
Canada, one in England, two in Continental Europe and one in 
the Orient. This systematic division of the territory is one 
of the fundamentals of a scientific system of distribution, whether 
oranges, meat, or raisins are the products handled. In proportion 
as the system handles 100 per cent of the product in any given 
territory unnecessary duplication of branch offices and other 
wastes of competitive effort may be avoided. In fact, some of 
the leaders of the co-operative movement believe that when 
the present competitive sales drives have reached the maximum 
absorbing power of the markets, one sales system may be made 
to serve for all the California dried fruits and nuts. The econ- 
omies of the brokerage system would then be realized without 
its disadvantages. That is, one salesman would take orders for 
all dried fruits and related products. 

To return, all orders for raisins which the Company’s salesmen 
obtain from the retailers are turned over to the grocer’s jobber. 
The work with the retailer is not to take the place of the jobber, 
but solely to promote better merchandising methods and to 
stimulate consumption. To create a demand among consumers 
for raisins, the expenditure for advertising was increased to 
$1,261,342 in 1920 and to $2,139,567.47 in 1921.’ This adver- 
tising and sales drive made it unnecessary for the trade to sacrifice 
so much on raisins in 1920-21. 

To protect the stocks held by the trade, the association did 
not reduce its price until the first of August, 1921, and then set 
a price of 14 cents on muscats or a reduction of 333 per cent on 


* The appropriation for advertising’ n 1922 was $2,520,000; Franklin Bell, 
Associated Grower (August, 1921). 
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the opening price of the 1920 crop.’ On the new crop the price 
was raised three-quarters of a cent a pound, that is, to 14? 
cents per pound. The growers obtained the highest price for 
the 1920 crop or 12.695 cents per pound for muscats, a relative 
price of 352 as compared with 1913. The relative price for 1919 
was 316; for 1918, 153; for 1917, 152; and for 1916, 130. While 
the 1919-20 prices are among the highest of any prices for farm 
products, during the earlier years of this period, raisin prices 
did not, with the exception of 1916, keep pace with those of 
other farm products.? During 1920-21, when most farm products 
underwent a collapse in values, raisins were sold at a price 
which realized more to the growers than during 1919, the year 
when the wholesale price of raisins was highest. 

The increase in price has been favorable to an increase in 
production from 130,000,000 pounds in 1913 to 354,000,000 
pounds in 1920 and to 440,000,000 pounds (estimated) in 1922. 
The additional tonnage of raisins, as in manufacture, has necessi- 
tated an increase in the costs fer selling and in the effort put 
forth to develop markets and to encourage consumption. Com- 
petition does not necessarily take the form of a cut in prices, as 
commonly assumed, but of increased competitive service and 
expenditure in advertising and selling to create a demand at 
the price named. This sort of competition has the effect of 
increasing selling, advertising, and delivery expenses to a dispro- 
portionate degree in comparison with the cost of manufacturing. 
This competition between different producing and distributing 
groups increases the price to the consumer. Thus competition 
has an effect upon prices in the opposite direction of that contem- 
plated by the ancient theorists. The question is: Will not the 


tF. A. Seymour, Associated Grower (October, 1921); cf. H. C. Dunlap, 
Sunsweet Standard (December, 1921), p. 3. 

2 The conclusion based on this statistical situation should be regarded as 
tentative and needing qualification by an exact knowledge of the relative position 
of each farm product in 1913, which is not now available. 

3In 1920-21, the selling cost for Thompson’s Seedless Raisins was $12.75 per 
ton and inanufacturing cost $28.16, and in 1922-23, the estimated selling cost 
increased to $20.65 and manufacturing costs decreased to $24.13 per ton. 

4 Joint Commission of Agricultural Inquiry, Part IV, “Marketing and Dis- 
tribution,” pp. 116, 149. 
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expense to the organization of developing markets become so 
great as to make possible a large margin of profits to the inde- 
pendent operators, who do not share in this expense, and will 
not the independents be induced thereby to increase their volume 
of business and to offer to pay the growers higher prices with 
the result of attracting so many of them away from the organi- 
zation that it will not handle the volume of business necessary 
to bear the large overhead? Undoubtedly, this organization 
would already have succumbed to this disintegrating competitive 
influence, were not the whole community, with the exception 
of the interested independents, and a few growers, ‘“‘sold” to 
the idea of organized distribution, and if bankers, merchants, 
and growers did not believe that organization is necessary for 
the preservation of the industry. Community of interests is 
important not only in bringing about an organization of farmers, 
workingmen, and manufacturers, but it is effective also in 
establishing a less competitive price relationship between the 
independents and the larger organizations of business than is 
commonly assumed. Furthermore, the long-term crop contract 
with the growers is a necessary factor to prevent growers from 
yielding to a temporarily more attractive offer. The independ- 
ents, however, are not entirely adverse to the organization. 
While they may be in more or less of a struggle with it to keep 
a share of the tonnage sufficient to meet the demand of their 
trade, they recognize the stabilizing influence of the organization 
in maintaining prices each year until August 1, without decline. 
With less overhead they can be sure of their margin of profit 
during a period of either rising or falling prices. They can 
afford to pay the growers more and are usually obliged to sell 
for half a cent a pound less in order to dispose of their product 
in competition with the highly advertised product of the asso- 
ciation. 

The effect of competition among jobbers was to raise the 
price during rising prices and to depress prices during declining 
values. Some organizations claim that they prevent speculation 
and undue increase in the price of their product by selling to 
jobbers only on the basis of their previous purchases. They 
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have learned that the more products are sold to speculators 
and the more the trade is allowed to inflate its demand during 
rising prices the greater will be caacellations and the greater 
will be the tendency for the trade to unload its overpurchases 
and to bring about a collapse in value. Unregulated competition 
which is not held in check by an organization controlling a large 
portion of the product, whether co-operative or non-co-operative, 
accentuates the tendency to inflation during rising prices and 
increases all the evils of depression and of maladjustment of 
selling prices to costs during a period of falling prices.t However, 
no censure is intended for the speculators—manifestly the specu- 
lator is no more to blame for his operations on a falling than on 
a rising market. 

To prevent the prices of its product from being inflated 
by speculation, an organization must itself plan to distribute 
its product to the smaller markets. From the producer’s 
point of view a product is not effectively disposed of until it is 
sold to the merchandising trade. Products sold to pure specu- 
lators are still outside of the merchandising currents of trade 
and must find entrance in competition with those held by the 
producers. In other words, when the pure speculator desires 
to sell, he is obliged to find some broker or jobber who has trade 
connections to distribute the product for him. Likewise the 
product in the hands of jobbers and manufacturers of raisin 
products becomes a part of the surplus in so far as these agencies 
have acquired more of the commodity than their trade connec- 
tions will absorb. Speculative sales may increase the demand 
for a product during rising prices, but to the extent that these 
sales are unsupported by merchandising demand they must 
become a depressing influence in the market when a crisis arises. 
To prevent resales between wholesalers an organization must 
sell to the final wholesaler who is to merchandise the product 
to the retailers. To illustrate, the international sales organiza- 
tion which the Sun-Maid Raisin Growers are developing has 
greatly increased the proportion of the product which is being 


Cf. B. H. Hibbard, “Stabilization of Prices,” American Economic Review 
(June, 1921), p. 236. 
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sold directly to local and district jobbers outside of the larger 
distributing centers. Extra local freights as well as unnecessary 
charges and profits are eliminated. Furthermore the organiza- 
tion must be prepared to hold at least a part of the product 
during the whole period of distribution. If it is ready to sell 
according to its price schedule at any time, no wholesaler can 
raise that price. If necessary it must be prepared to accept 
certain cancellations on the part of those who cannot pay for 
the goods. Ruthless enforcement of contracts may accelerate 
liquidation and price depression.’ The longer the period of 
consumption, and the less the product is controlled by the 
co-operative organizations, the greater is the opportunity for 
outsiders to increase the price during rising prices and the greater 
is the danger of collapse at times of crises and of falling prices. 
For this reason, the problem of controlling speculation in a 
product like walnuts is comparatively easy because of its short 
period of turnover and of consumption. The raisin with its 
vastly increased production is becoming more like wheat: 
its consumption must take place throughout the year and distri- 
bution must be made as gradual as consumption. 

The methods and system of organized distribution of two 
of the leading typical co-operative marketing associations in 
the United States have been outlined in this article; the relation 
of these systems to the method of financing, to the problem of 
business cycles, and to price stabilization will be considered in 


Part II. 
WILtrAM R. Camp 
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[To be continued] 


* F. A. Seymour, Associated Grower (October, 1921). 

































THE EIGHT-HOUR DAY IN GERMANY 


I 


The universal eight-hour day for industrial workers was 
introduced in Germany the moment the Socialists assumed the 
reins of government, in the fateful November days of 1918, 
which marked the collapse of the imperial régime. With the 
establishment of the eight-hour day, the new Socialist govern- 
ment realized for the great mass of the workers at one stroke 
one of the most important planks in the Socialist and trade union 
programs, for the attainment of which the German workers had 
led an intrepid struggle for nearly half a century.t In response 
to insistent demands of the workers for immediate legal safe- 
guards of this revolutionary achievement, the government set 
to work at once to give definite legal form to its declaration of 
November 12, 1918, announcing the creation of the eight-hour 
day. In this work the government was aided greatly by the 
pact concluded on November 15, 1918, between the big employ- 
ers’ and workers’ organizations, which stipulated that the regular 
daily work time in industrial establishments was not to exceed 
eight hours. 

Up to the time of the revolution, Germany had a legal ten-hour day for 
women and children. There was no general regulation of the working hours of 
adult male workers, except that the authorities, in their discretion, could fix a 
maximum workday for adult male workers employed in especially hazardous 
industries, or in health-injurious occupations. The law did fix, however, a maxi- 
mum workday of six hours for underground miners employed in sections of bitumi- 
nous mines where the usual temperature exceeded 28 degrees (Celsius) above zero. 
See Gewerbeordnung, Section 154. 

2 The declaration of November 12, 1918, besides establishing the legal eight- 
hour day, abolished all restrictions of the rights of combination and meeting, abro- 
gated special legislation regarding agricultural workers and domestic servants, 
promulgated universal suffrage, etc. (Reichsgesetzblatt, 1918, p. 1334). ; 

3 On the eve of the revolution, the conservative trade union leaders had carried 
on negotiations with the most important employers’ representatives, for the pur- 
pose of fixing through an agreement the future relations between employer and 
employee. When, in the early days of the revolution, the radical workers began 
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Taking this agreement as a basis, the maximum workday of 
eight hours was established with the governmental order of 
November 23, 1918, to apply to all industrial establishments, 
inclusive of mining, to federal, state, and communal establish- 
ments, as well as to agricultural subsidiary establishments of an 
industrial nature." A weekly limit was not fixed, but in view 
of the daily limit, the maximum working week automatically 
became one of 48 hours. The half day Saturday was not provided 
for in the law, but was generally adopted through collective 
agreements. The law permitted distribution of the time not 
worked on Saturdays over the other days of the week. The law 
did not prescribe special regulation for Sunday and holiday 
work, as work on such days had already been legally prohibited 
since 1891.” 

In the establishments employing continuous processes, 
which must operate seven days in the week—such as electric 
light and power stations, gasworks, sulphuric acid works, etc.— 
the working week was limited to fifty-six hours. In such 
establishments the three-shift system was adopted, and in order 
to give the workers time off, and at the same time facilitate 
the regular alternation of shifts, the law permitted an employee 
to work sixteen consecutive hours once in three weeks, provided 


to clamor for the “‘dictatorship of the proletariat” after the Russian Soviet model, 
the conservative trade union leaders were determined to ward off the industrial 
chaos that seemed to them must have inevitably followed the introduction of 
Soviet rule in Germany. The result was the agreement of November 15, 1918, 
which expressly recognized the trade unions to be the accredited representatives 
of the workers, and stipulated, among other things, that no limitations were to be 
placed upon the workers’ right to organize, and that the working conditions for all 
workers were to be regulated in the future, through collective agreements. The 
Joint Industrial Councils (Arbeitsgemeinschaften) were the outgrowth of this 
agreement. See Otto Leibrock, Arbeitsgemeinschaft. 

* Verordnung iiber die Regelung gewerblicher Arbeitszeit, November 23, 1918. 
An additional order was issued December 17, 1918 to supplement the first one. 
The work time in bakeries was regulated through a special order: Verordnung iiber 
die Arbeitszeit in Bickereien und Konditoreien. For details of these orders see 
Reichsgesetzblatt, pp. 1329-34 and 1436. A very complete but concise summary of 
the new German legislation regarding the hours of work will be found in Walter 
Kaskel, Das Neue Arbeitsrecht. 
2 Arbeiterschutz-Novelle, June, 1891. 
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the worker had two rest periods of twenty-four hours each 
during the three weeks. In practice the working time of the 
individual workers seldom was extended to sixteen hours, but 
additional workers were used, so that no one individual need work 
more than forty-eight hours per week on the average. 

The working hours of employees doing preparatory work, 
such as engineers, firemen, porters, etc., could be extended by 
the authorities to go beyond the eight hours, but in no case was 
the working day allowed to exceed ten hours or the working 
week sixty hours. Night work for adult men was not prohibited, 
except in bakeries which must be closed between 10:00 P.M. and 
6:00 A.M. Young people under sixteen and women were not 
allowed to work between eight o’clock in the evening and six 
o’clock in the morning. Lately this has been changed, and 
women can work until 10:00 P.M. in establishments having two 
or more shifts, provided they have a rest period of at least 
sixteen consecutive hours before the new shift. Children under 
fourteen must not work more than six hours per day; children 
under thirteen, and children who have not finished public 
school, are not allowed to work in industrial establishments 
at all. 

The distribution of the working time during the day, that is, 
the beginning and the end of the daily working hours, rest 
periods, etc., according to the law, were to be fixed through 
agreement between the employers and the Works Councils." 
Juveniles and women workers, employed for more than six 
hours a day, were to be allowed rest periods of either one half- 
hour or two-quarters of an hour during the day. The law also 
provided that juveniles and women, after the end of the workday, 
must have an uninterrupted rest period of eleven hours before 
resumption of work. 


2 A law enacted in February, 1920, makes it obligatory for all establishments 
having twenty or more employees to institute Works Councils which in conjunction 
with the trade unions are to participate in the regulation of wages and working 
conditions within the establishment, and which have also been given some limited 
rights to supervise managerial functions, through the right to inspect books, to be 
represented on the board of directors, etc. For details see the author’s article 
“The German Works Councils,” in the July, 1922, number of Administration. 
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For certain industries, such as mining, transportation, etc., 
which, because of their peculiar nature, require special regula- 
tions, the law incorporated provisions which differ somewhat 
from those applying to the regular run of industries. In the 
mining industry the act of July 12, 1922, stipulated that the 
working hours for the individual underground miner were not 
to exceed the working hours stipulated in collective agreements 
in force on October 1, 1921, which means seven hours for all the 
underground miners in the important mining fields and seven 
and a half hours for underground miners in some of the smaller 
mining regions. This law was enacted, mainly, to give the 
miners assurance that the overtime hours voluntarily assumed 
by them to enable Germany to be better able to fulfil its repara- 
tion obligations, should not lead to a permanent extension of the 
working hours." 

The hours of work for employees in the transportation, post, 
and telegraph service are regulated through special agreements 
between the management and the workers’ organizations.” 

The hours of work for commercial employees were regulated 
through the governmental order of March 18, 1919, which also 
introduced the eight-hour day. The daily working hours may 
be regulated, however, differently through collective agreements 
under observance of the forty-eight-hour week or the ninety-six- 
hour double week. In twenty days during the year the law 
permits prolongation of the daily working hours to ten; the 
number of days can be increased to thirty through agreement. 


* Following the act of July 12, 1922, an agreement concerning overtime work 
in the mines of the Ruhr district, was concluded on August 24, 1922, between the 
Federation of Mining Companies (Zechenverband) in Essen and the principal 
miners’ organizations, which stipulated that the underground miners were to 
work two hours overtime, three days in the week, to be paid for at the rate of 
time and one-half. 

2 The text of these agreements will be found in current numbers of the Reichs- 
arbeitsblatt, Amtsblatt des Reichsarbeitsministeriums und der Reichsarbeitsverwaltung, 
which have a special department dealing with “Employment Contracts and Col- 
lective Agreements.” 

3“Verordnung iiber die Regelung der Arbeitszeit der Angestellten wihrend 
der Zeit der wirtschaftlichen Demobilmachung, March 18, 1919,” Reichsgesetzblatt, 
P- 315- 
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Commercial employees whose work time is more than six hours, 
must have at least a rest period of half an hour. Employees 
who eat their main meal outside of the establishment, and who 
work until after 4:00 P.M., are to be given a noon-day rest period 
of one and a half hours. Mercantile establishments as a rule 
must be closed from 7:00 P.M. to 7:00 A.M. 

The law contains special regulations for agricultural workers, 
stipulating that for a four-month period in the year the daily 
maximum worktime shall be eight hours, ten hours for another 
four months, and eleven hours for the third period of four months. 
The time consumed in going from the living place of the employee 
to the actual place of work and back is to be included in the 
work time.’ 


II 


In order to meet the exigencies of industry the governmental 
order permits relaxation from the strict adherence to the eight- 
hour day, but provides that the regulation of hours differing from 
these legally prescribed must be in consequence of either collective 
agreements entered between employers’ organizations and trade 
unions, or agreements made by the employer and the Works 
Councils; and that, further, such agreements must have the 
approval of the industrial inspection service. 

The law permits overtime work, if public interest or the 
nature of the job requires uninterrupted work, provided a suffi- 
cient number of suitable workers cannot be secured to do the 
additional work required. The request for overtime authoriza- 
tion is made to the industrial inspection service, accompanied 
by the opinion of the Works Councils and usually by a certificate 
from the public employment exchange, stating that the number 
of suitable workers available is insufficient for the moment. 

The factory inspectors readily grant overtime work, when 
there is a seasonal rush of work, or if there is a large flow of 
orders. Special consideration is given to foreign orders, because 
their quick delivery is considered as serving the economic 
interest of Germany. When the period of overtime work does 


t “Tandarbeitsordnung, January 24, 1919,” Reichsgesetzblatt, p. 111. 
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not exceed two consecutive weeks, the authorization can be 
made by the inspection service directly; when it is for a longer 
period the state commissioner decides. The law makes special 
provision for emergency work, not permitting delay, such as 
breakdown of machinery, etc., in which case overtime can be 
worked without special consent of the inspection service. 

The attitude of the Works Councils in regard to granting of 
overtime work varies considerably.’ In a plant that has a large 
contingent of radicals the Works Council is quite likely to reject 
such requests indiscriminately. In other plants, again, where 
the working force is more or iess subservient, the Works Councils 
readily give assent to overtime work. It may be said in general, 
however, that the German workers and their representatives, 
the Works Councils and the trade unions, are not rigidly set 
against overtime work and are willing to examine impartially 
the technical and economic reasons that may necessitate it. 
Where they know overtime work will help keep the establishment 
in good running order, the Works Councils usually make arrange- 
ments with the employer, without first securing authorization 
from the inspection service, although that is technically necessary. 

The fact that the co-operation of the Works Councils is 
necessary in obtaining permission to work overtime is of the 
greatest importance to the observance of the legal regulations, 
for the opinion of the Works Councils has great weight with 
the factory inspectors. If the Works Council refuses the employ- 
er’s request for overtime, the factory inspectors are quite likely 
to refuse their assent, too, for they realize that if they give it, 
it would only cause useless disputes. There are instances, 
however, in which the factory inspectors refuse the request for 
overtime sanctioned by the Works Councils, that is, in cases 
where the industrial inspection service feels that the workers 
have agreed to work overtime simply because they want to 
increase their earnings, in spite of the fact that the general 
conditions in the industry are not such as to warrant overtime 


* Details of the experience of factory inspectors, in regard to the attitude of the 
Works Councils in granting overtime work, will be found in the reports of the indus- 
trial inspection service of the various industrial districts, which are collected in the 
Jahresberichte der Gewerbe-Aufsichtsbeamten und Bergbehirden. 
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work, and the industry already shows signs that unemployment 
is on the increase. 

The trade unions, in general, are opposed to extensive over- 
time work, because they are afraid that the temporary authoriza- 
tions to work overtime are going to be renewed indefinitely, 
which in the long run would be tantamount to the abolition of the 
eight-hour day.’ They are trying hard to overcome the pressure 
of the employers brought to bear upon the workers for overtime 
work, through the offer to pay for overtime hours higher wages 
than are stipulated in collective agreements. The trade unions, 
as much as they can, exercise their influence on the overtime 
situation through the collective agreements some of which contain 
a general prohibition of all overtime work, or give the trade 
unions the right to veto overtime agreements between the 
employers and the Works Councils. Otherwise the trade unions 
keep tab on the overtime situation through the Works Councils, 
the members of which usually are staunch trade union supporters, 
and who thus offer guarantees against abuse in granting overtime. 


Ill 


What is the situation in regard to the actual working time 
in industry and agriculture, in Germany today? Detailed 
up-to-date figures are not available, unfortunately, but the 
official figures which have just come out, showing the actual 
weekly working hours for more than 80 per cent of the 12,882,874 
persons covered by collective agreements in Germany at the 
end of 1921, will give a valuable clue.? 

These figures show that almost 65 per cent of all persons 
covered by collective agreements in Germany at the end of 1921 
worked forty-eight hours per week, while 30 per cent of the total 
number had a working week of forty-six hours or less. The 
corresponding percentages for women were 54.9 and 37.9. 
Since these figures were compiled, the working hours in a number 


t The trade unions’ views on overtime work will be found in current issues of 
the Korres pondenzblatt, the official journal of the General Federation of Labor. 


227. Sonderheft zum Reichsarbeitsblatt: Die Tarifvertrige im Deutschen Reich, 
Ende 1921. 
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of important industries that had then been working less than 
forty-eight hours have been increased to forty-eight hours per 
week, so that perhaps over 80 per cent of the 17,500,000 workers 
that are estimated to be covered by collective agreements today 
work forty-eight hours per week and about 20 per cent work forty- 
six hours or less per week.’ 

NUMBER AND PERCENTAGE OF WORKERS COVERED BY 


COLLECTIVE AGREEMENTS, WORKING SPECIFIED 
HOURS (DECEMBER, 1921) 




















Persons COVERED By COLLECTIVE AGREEMENTS 
een; ~~temoeee Total (Male and Female) Female 
Number Percentage Number Percentage 
rere 710,569 6.9 4,238 0.2 
Over 42 but under 45....... 781,353 7.5 115,157 5.8 
Over 45 but under 46.......] 1,621,571 15.6 627,886 31.9 
Over 46 but under 47....... 489,156 4.7 131,931 6.7 
Over 47 but under 48....... 28, 203 0.3 1,685 0.1 
SOY Pere eer Tt 6,716,389 64.7 1,081,776 54.9 
WE it cndccsasoeeanian 29,783 0.3 7,181 0.4 
eee yer ee 10,377,024 100.0 1,969,854 100.0 

















Some details concerning the actual working time in a number 
of the important industries follow.?, In the metal-working and 
machinery industry the weekly working time was fixed at forty- 
eight hours through a national collective agreement, provided a 
shorter period had not been fixed through local agreement. 
Actually the normal working week ranges from forty-four to 
forty-eight hours. The two-shift system has been adopted wher- 
ever necessary. In the iron and steel industry, the three shift 
system has been generally introduced. 

* Regarding the importance of the collective agreements to Germany’s indus- 


trial life, see the author’s article on “Industrial Government through Collective 
Agreements in Germany,” Management and Administration Vol. VI, No. 1 (July, 
1923). 

2 The details of the work time in the important industries are taken chiefly 
from the latest annual reports of the industrial inspection service, collected in the 
Jahresberichte der Gewerbeaufsichtsbeamten und Bergbehirden fiir das Jahr 1922, 
Amtliche Ausgabe. See also Hours of Labor in Industry,Germany. Studies and Re- 
ports Series D (Wages and Hours), No. 4, International Labor Office, October, 1922. 
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The chemical industry, which employs continuous processes, 
has introduced the forty-eight-hour week, although it is legally 
authorized to work fifty-six hours. In most works the three- 
shift system is used, employing additional workers in order to 
maintain the forty-eight-hour week. In the mining industry, 
the weekly working hours range from forty-two to forty-five. 
In the most important German coal fields, that is those of 
Rhenish-Westphalia, Saxony, and Lower Silesia, underground 
miners work seven-hour shifts. In the Upper Silisian mines, 
underground miners work 73-hour shifts. The printing and 
bookbinding trades have established a working week of forty-eight 
hours under collective agreements, although in a great number of 
establishments the working week is forty-six hours. 

For the textile industry the working week is fixed at forty-six 
hours through a national collective agreement; in a number of 
important centers the working week has lately been increased 
to forty-eight hours, however. In the clothing industry the 
working week is forty-eight hours, although in a number of places 
the forty-six-hour week prevails. The working week in the 
woodworking industry is fixed by national collective agreement 
at forty-six hours in the larger cities, forty-seven hours in smaller 
towns, and forty-eight hours in small villages and country 
districts. 

In the glass and pottery industries the working week is 
usually forty-eight hours. The leather industry works from 
forty-seven to forty-eight hours per week. In sugar refineries 
the three-shift system of eight hours is generally used. Beet 
sugar mills in some sections of Germany use two shifts of twelve 
hours each, although the three-shift system of eight hours is more 
general. 

In agriculture the working hours have been adopted to the 
peculiar needs of this industry and collective agreements in 
force today fix the total annual working hours, which range from 
2,625 to 2,900. A typical agreement shows the following 
details: working hours in January, 7 hours daily; February 
1-15, 8 hours; February 16-28, 8} hours; March 1-15, 93 
hours; March 16-31, 10 hours; April, 103 hours; May, June, 
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July and August, 11 hours; September 1-15, 103 hours; Septem- 
ber 16—October 15, 10 hours; October 16-31, 9 hours; November, 
8 hours; and December, 63 hours. 

Notwithstanding the impression abroad that the eight-hour 
workday has been regularly extended to ten or more, the German 
authorities declare that authorization to work overtime has been 
granted in exceptional cases only and that overtime work has 
not assumed any great proportions. Official figures show, 
however, that overtime work has been steadily on the increase 
in Germany. In 1920, for example, 5,018 establishments had 
197,648 employees work overtime. In 1921, the number of 
establishments - working overtime had increased to 11,451 and 
the number of overtime workers to 569,412. The number 
working overtime again increased considerably in 1922, when 
13,083 plants worked 666,048 employees overtime. Of the 
22,734 requests for overtime work submitted by the employers 
to the government authorities during the year 1922, a little over 
3 per cent were refused. The authorities granted 21,965 overtime 
requests. The time-periods for which permission to work 
overtime was granted, were distributed as follows: overtime 
work up to one hour, 19 per cent of the total requests; over one 
to one and a half hours, 16 per cent; over one and a half to two 
hours, 56 per cent; and over two hours, g per cent of the requests." 


IV 

Germany, a short while ago, was considering a uniform 
regulation of the hours of work in industry and agriculture, 
because the orders of the revolutionary government were to 
apply only to the period of economic demobilization, which is now 
passed. Other reasons for instituting new regulations are those 
which have arisen in carrying out the draft conventions of the 
International Labor Organization in regard to the eight-hour day 
and the forty-eight-hour week.? The government prepared 
three bills which regulated in great detail the working hours of 

* See Jahresberichte der Gewerbeaufsichtsbeamten und Bergbehirden, 1920-22. 


2 Although not yet admitted to membership in the League of Nations, Germany 
was admitted to full membership in the International Labor Organization, estab- 
lished in Washington November, 1919, in accordance with the treaties of Versailles 
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manual workers,’ salaried employees,? and domestic workers.’ 
These bills were submitted to the National Economic Council, 
Germany’s industrial parliament, the duty of which is to consider 
proposed legal measures before their introduction in the Reichstag.‘ 

The draft bills regulating the labor hours of workers and 
salaried employees follow in the main the various governmental 
orders issued since the revolution, but incorporate also a number 
of provisions from the old Industrial Code. In principle, these 
drafts retain the eight-hour day. The new laws would allow 
exceptions, however, which go much further than those permis- 
sible under the present regulations, and would give the Federal 
Ministry of Labor discretionary powers to grant further excep- 
tions in cases not specifically listed in the law. The Federal 
Ministry of Labor also would be given authority to suspend the 
eight-hour day for the next three years, “‘if such an exception is 
absolutely essential for the public welfare.” The law would 
allow also regulation of overtime work through collective agree- 
ments in definitely circumscribed cases. 

The draft law regulating the working time for domestic 
workers provides for a work day of thirteen hours, to be followed 
by a continuous rest period of eleven hours. During the working 
hours, there are also prescribed certain definite rest periods, and 
the workers are to be given time off, through one shorter workday 
once a week and two shorter Sundays within four weeks. 


of June, 1919, and St. Germain, September, 1919. The draft convention regarding 
the “limitation of hours,” adopted by the Washington conference, reads as follows: 
the working hours of persons employed in any public or private industrial under- 
taking, or in any branch thereof other than an undertaking in which only members 
of the same family are employed, shall not exceed eight in the day and forty-eight 
in the week, with the exceptions herein provided for. 

« “Entwurf eines Gesetzes iiber die Arbeitszeit gewerblicher Arbeiter. Nebst 
Begriindung: Die Regelung der Arbeitszeit gewerblicher Arbeiter,” Reichsarbeits- 
blatt, no. 22, August 31, 1921. 

2Entwurf eines Gesetzes iiber die Arbeitszeit der Angestellten. Nebst 
Begriindung: Die Regelung der Arbeitszeit der Angestellten. Jbid., no. 11, June 1s, 
1922. 

3 Entwurf eines Hausgehilfengesetzes. 

4 For details regarding the organization and functions of the National Economic 
Council, see the author’s article on “‘Germany’s Industrial Parliament,” Political 
Science Quarterly, Vol. XXXVII, No. 3 (September, 1922). 
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The proposed bills did not seem to be at all satisfactory to 
the employers.‘ In the first place, the employers desired more 
far-reaching exceptions for overtime work which should be 
specifically listed in the law, and for which it would not be 
necessary to secure the permission of the inspection service. 
The law, they declared, should further give the inspection service 
or the Federal Ministry of Labor greater discretionary powers to 
grant overtime exceptions than is proposed. The employers 
suggested as a last resort extra-legal regulation of overtime work 
through collective agreements; when such agreements had been 
made they should be declared legally binding by the authorities. 
The employers insisted on complete legal regulation, rather than 
voluntary adjustment through collective agreements, because 
they were not confident that the workers would readily acquiesce 
in overtime work when such work was deemed essential by the 
employer. 

The trade unions opposed the proposed laws which in their 
opinion would make the exceptions to the eight-hour day the 
rule, so that the eight-hour day itself would be the exception. 
They desired legal stipulations of exceptions limited to very 
few instances of absolutely essential emergency work. All other 
exceptions should be regulated voluntarily through the employers’ 
and workers’ organizations and laid down in collective agree- 
ments.” 


V 


While the experts of the industrial parliament were consider- 
ing the proposed bills, the fight for the eight-hour day proceeded 
vigorously before the public forum, the chief contending parties 
being the big employers’ and workers’ organizations. German 


t The employers’ views on the eight-hour day are set forth fully in the yearly 
reports of the large, central employers associations, chiefly the Reichsverband der 
Deutschen Industrie, Reichsverband de Deutschen Handwerks, Vereinigung 
der Deutschen Arbeitgeber Verbinde, Centralverband des Deutschen Grosshand- 
els, Reichsverband der Deutschen land und forstwirtschaftlichen Arbeitgeber- 
vereinigungen, etc. See also the most important employers’ journals, Der Arbeitt- 
geber and Die Deutsche Arbeitgeber Zeitung. 

2See Protokoll der Verhandlungen des elften Kongresses der Gewerkschaften 
Deutschlands, June 19-24, 1922. 
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industrialists declared that Germany needs a tremendous stimu- 
lation of production, not only for the economic restoration of 
the country, but to enable it to meet the enormous reparation 
obligations. Most industrialists seemed to agree with the view 
of the well-known captain of industry, Stinnes, who declared 
in the Reichstag that for the next ten or fifteen years Germany 
would have to work at least two hours more a day. But even 
if the German employers were wholly favorable to the eight-hour 
day they could not afford to have one, they argued, because 
Germany’s most important industrial competitors have not yet 
ratified the Washington agreement, which would make the 
eight-hour day obligatory, and hence are not hampered by any 
restrictions on the hours of work, such as exist in German 
industry at present. 

The German employers have not been satisfied with issuing 
pious wishes for the abrogation of the eight-hour day, but have 
set to work to achieve it. The workers have lost in a number of 
preliminary skirmishes led by the employers." Here the employ- 
ers’ efforts were not directed immediately to abolish the eight- 
hour day, but to have the employees work the full forty-eight- 
hour week, without any shortening of hours as has heretofore 
been the case through the shorter Saturday. (In a number of 
industries such as the metal-working and machinery industry, 
the textile industry, bookbinding, etc., the workers have been 
able to attain the shorter Saturday and yet work not more than 
eight hours on other days.) The employers have been aided in 
their efforts by the government’s policy, which seems also to be 
in favor of observing the full forty-eight-hour week. 

In the spring of 1922 a strike lasting for two months took 
place in the metal industry in South Germany, which ended with 
a victory of the employers. The forty-six-hour week was to be 
retained in principle, but the workers agreed to make up the 
remaining two hours by calling it overtime work. The employers 


t Details of the workers’ struggles in defense of the eight-hour day will be 
found in Paul Hertz and Richard Seidel, Arbeitszeit, Arbeitslohn und Arbeitsleistung: 
Tatsachen tiber die sozial politische und volkswirtschaftliche Bedeutung des Achtstunden- 
tages in Deutschland und im Auslande, 1923. 
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of the Berlin metal industry followed suit in demanding an 
increase from the then prevailing working week of forty-six and 
one-half hours to forty-eight hours, which the conciliation authori- 
ties granted to them. The employers of the bookbinding trade 
also won out in their fight for the extension of the forty-six-hour 
week to forty-eight hours. In the textile industry an intensive 
struggle has been going on for some time for the lengthening of 
the forty-six-hour week to forty-eight hours. It was largely due 
to the fact that two-thirds of the employees in this industry are 
women, that the conciliation authorities and the Federal Ministry 
of Labor ordered observance of the national collective agreement 
stipulating that a forty-six-hour week remain until June 30, 1924. 
The struggle for the forty-eight-hour week is bound to be renewed 
after that date and it is by no means certain that the workers 
will win again. 

It is unfortunate that the controversy over the eight-hour 
day and its effects upon production must proceed in the absence 
of any uncontrovertible scientific data, and must remain largely 
a matter of opinion, reflecting the natural bias which the employ- 
ers and workers have in this issue. There are added further 
difficulties in attempting to compare pre-war and after-war 
production in Germany as the industrial conditions after the 
conclusion of the war were influenced very strongly by the 
industrial disorganization which resulted from the war and 
revolutionary eruptions. 

The German employers seem to be quite unanimous in their 
views, that the introduction of the eight-hour day has led to a 
considerable decrease in production. The trade unions take the 
opposite view and maintain moreover that in view of their having 
achieved the shorter workday in most of the important industries 
before the revolution, the introduction of the legal eight-hour 
day meant probably an average loss of less than an hour as 
compared with working hours prevailing before the revolution.’ 


« A full account of the views of leading employers, workers, economists, indus- 
trial experts, etc., on the eight hour day as they developed at the hearings before 
the National Economic Council, will be found in 28. Sonderheft zum Reichsarbeits- 
blait. Vorarbeiten zu den Arbeitszeitgesetzen fiir Arbeiter und Angestellte. 
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The trade unions are further convinced, after a somewhat 
extensive investigation conducted by them, that the productive 
capacity of the individual workers on the whole is greater under 
the eight-hour day than was the productive capacity before the 
war under the nine- or even the ten-hour day. A recent survey 
among piece-workers in the wood-working and metal-working 
industries showed a considerable increase in production of the 
piece-workers working eight hours as compared with longer 
hours worked before the war. 

In support of the industrial feasibility of the eight-hour day 
the trade unions point to the experience of the famous optical 
works of Zeiss in Jena,’ and the Bosch automobile works? where 
the employers voluntarily introduced the eight-hour day long 
before the revolution and have had very satisfactory results with 
it since. The trade unions receive further support in their 
contention for the eight-hour day through the scientific studies 
of the ‘‘Wirtschaftskurve” by statistical organization of the 
well-known Frankfurter Zeitung, which comes to the conclusion 
that the introduction of the eight-hour day, in general, had 
favorable results, and where there had been a decrease in produc- 
tion it was temporary and due, less to the shorter workday, 
but more to the psychological influence of the political events of 
the revolutionary period and to the lowered physical vitality 
of the workers as a result of the greatly decreased standard 
of living. 

Official sources (ministry of labor, factory inspectors, etc.) 
give the extent of production, today, as having reached 70 to 80 
per cent of the pre-war level. They note in general a constantly 
increasing will to work, as political conditions have become more 
settled and the industrial conditions more stabilized. They 
have found the records of many important industries to show that 

* Ernst Abbé, Gesammelte Abhandlungen, III. Band, Jena, 1906. 


2Dr. Bosch’s exposition before the National Economic Council. See foot- 
note I, page 13. 

3 Die Wirtschaftskurve mit Indexzahlen der “Frankfurter Zeitung,” jaihrlich 4 
Hefte. See especially Vol. II, 1922. Another recent study of the practical experi- 
ence with the eight-hour day is Wilhelm Wolff, Der Achistundentag: Seine Geschichte 
und die Erfahrungen mit seiner gesetslichen Einfiihrung in Deutschland, 1922. 
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the average productive capacity of the workers has reached the 
pre-war level and in some cases has even exceeded it." 


VI 


Since the introduction of the drafts of the new work-time 
bills in the National Economic Council, an intensive struggle 
over the eight-hour workday has been going on in Germany, 
And the employers, strongly united and aggressive, have made a 
number of savage attacks to upset the legal eight-hour day. 
Every time the Reichstag seriously undertook to work out a plan 
through which Germany could meet its reparation obligations 
under the Treaty of Versailles, and attempted to fix definitely 
the obligation industry would have to assume under such a plan, 
the individual employers as well as the employers’ organizations 
cried out that there can be no reparation payments unless there 
takes place a tremendous increase in production in Germany, 
and this, in their opinion, can be achieved only if the legal eight- 
hour day is abrogated and the work time extended. The 
employers’ efforts are directed chiefly to extend the work hours 
in the mining industry, as the miners through vigorous political 
and economic action after the revolution had been able to achieve 
considerably shorter hours than those prevailing in German in- 
dustry generally. 

Extension of the work time was the issue which the Wirth 
government, in which Socialists were represented, had to face, 
when it attempted to settle the reparation question. When it 
was not quite willing at the bidding of the German industrial 
barons to force the abrogation of the eight-hour day through the 
Reichstag, it fell in November, 1922. When the Cuno govern- 
ment came into power, in which no Socialists were represented, 
the employers exhibited an increasing aggressiveness in demand- 
ing the abolition of the eight-hour day. They somewhat 
moderated their attitude during the Ruhr conflict, when for 
patriotic reasons they could not very well demand of the German 






















t Current numbers of the Reichsarbeitsblait contain articles on the experience 
of industry with the eight-hour day. Very valuable sources for the study of the 
effects of the introduction of the eight-hour day in Germany, are the reports of the 
factory inspectors, published in the Jahresberichte der Gewerbeaufsichtsbeamten und 
Bergbehirden, 1918-22. 
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workers to give up one of the signal achievements of the revolution, 
when the working class was forming the backbone upon which 
the whole passive resistance in the Ruhr region was founded. 

But the moment the Stresemann cabinet assumed the reins 
of government and began to urge the abandonment of passive 
resistance and also demanded from the Reichstag the enactment 
of an Authorization Law (Ermdchtigungsgesetz) which, for a 
period of one to two years, would place almost dictatorial 
powers in the hands of the government in order to save Germany 
from the social and industrial chaos that seemed imminent, the 
employers at once insisted that the Authorization Law should 
contain provisions which would give the government full discre- 
tionary powers to fix such working hours as it sees fit. This 
demand of the employers, perhaps more than any other, caused 
the ministerial crisis of October, 1923, during which the employers 
came pretty near being successful in dealing a mortal blow to the 
eight-hour day. The danger was averted chiefly through the 
staunch opposition of the Socialist ministers in the cabinet who 
declared that they, and the workers they represented, would 
never give their consent to the Authorization Law, unless the 
proposed section covering the eight-hour day were deleted and 
the regulation of the work time proceeded through the regular 
parliamentary channels." 

As the proposed law could not receive a two-thirds majority 
in the Reichstag with the Socialist Party in the opposition,? 
the employers tried other tactics. Although definitely bound 
by law and by collective agreements, the mine owners in the 
Ruhr section simply posted notices that beginning with October 
9, 1923, the daily working time of underground miners, which 
now is seven hours, would be increased to eight and a half hours, 
and the working hours of surface workers in the future will be 


t As now formulated the Authorization Law would put into the hands of the 
National government the power to execute such financial, economic, and social 
measures as are deemed essential in the present emergency, having the right to 
set aside, for the moment, all basic constitutional rights. 

2 The Socialists are the strongest single party in the Reichstag and have 173 
seats out of 459, that is nearly 40 per cent of the total seats. They have shown 
on a number of occasions that they can rally to their support nearly half of the 
entire German electorate. 
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from ten to twelve hours per day, instead of the customary eight 
hours.* 

This announcement roused the mine workers in the Ruhr 
district to fury. They regarded the employers’ action as without 
a parallel in the history of the regulation of working conditions; 
they declined absolutely to accept the employers’ ukase. In 
defense of their rights they determined not to strike, but to work 
only the regular working hours as laid down in the collective 
agreement, not more. In the proclamation issued by the 
miners, they declared emphatically that they have never left 
any doubts as to their attitude toward the economic necessity of 
increased production and that, on a number of occasions, they 
have demonstrated practically their beliefs by agreeing to work 
longer hours.? 

The mine-owners’ dictum aroused tremendous indignation 
among the whole working class of Germany. All the workers’ 
organizations, whether Free (Socialists), Christian, or National, 
declared immediately that the eight-hour day must be maintained 
at all costs. They made vigorous declarations, too, that they 
did not insist upon an absolutely rigid application of the eight- 
hour day which would ignore the legitimate necessities of German 
industry and that they are in favor of the “elastic eight-hour 
day.” They maintained that they were willing and anxious to 
meet the needs of industry with respect to overtime work, but 
they desired to bring it about without any legal intervention 
and entirely through voluntary agreements. In support of their 
contention the trade unions pointed out that up till now it 
has been possible to regulate satisfactorily all overtime work 
through collective agreements, within the frame of existing legal 
provisions, and thus to meet all the legitimate needs of industry. 

The employers’ demands for longer working hours as a means 
of increased production were answered by the trade unions with 
the argument that the present industrial apparatus is not 
utilized to anything approaching its capacity. Before more 
work is demanded of human labor, the workers demand that all 
the mechanical possibilities should first be exhausted. The trade 
unions think that there is still room for vast improvements in 


* Vorwdrts, October 9, 1923. 2 Tbid. 
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the German organization of production, and they are of the 
opinion that a more organic connection of work processes and 
concentration and rational exploitation of labor power will in- 
crease production immeasurably.’ In the view of the trade unions 
the shorter workday has led already to considerable technical im- 
provements and commensurate increases in production, and it is 
altogether desirable to insist upon the maintenance of the eight- 
hour day in order to effect even more extensive improvements. 

The workers’ representatives, however, are not actuated ex- 
clusively by purely economic considerations. More ideal con- 
siderations also play an important part. They say that if the 
masses are ever to be brought to a higher cultural level, they 
must have the leisure which the shorter workday alone can give 
them. They regard the eight-hour day as the veritable corner- 
stone upon which rests the political and intellectual freedom 
of the German working classes.? 

In spite of the tenacity with which the German workers cling 
to the eight-hour day they are likely to lose out in the present 
contest. Though the mine-owners have withdrawn temporarily 
their peremptory orders for overtime work, they can afford to 
bide their time, for the ultimate victory will be theirs. They 
know very well not only the miners’ organizations, but all the 
other workers’ organizations in Germany, are in such terrible 
financial straits that they could not finance a strike on a large 
scale. And even if individual miners themselves should deter- 

t The workers point out that at the very moment when more work is demanded 
of them and the legal eight-hour day is to be extended, the labor market is glutted 
with unemployed workers, for more than ten per cent of the members of the 
important trade unions are fully unemployed and an additional sixty per cent 


are afforded only part-time work. For figures on the conditions of the labor market 
in Germany, see the Reichsarbeitsblatt. 

2 There is hardly a meeting of the trade unions today, at which the eight-hour 
day is not discussed, and there is scarcely an issue of the many workers’ journals in 
which the eight-hour day is not written about. No attempt can be made here to 
make reference to each one of these sources, but the reader is referred to the Korre- 
spondenzblatt, the official journal of the General Federation of Labor, which con- 
tains the Federation’s views on the eight-hour day and gives summaries of articles 
about the eight-hour day that have appeared in other wor’ers’ journals. An 
up-to-date summary of the Socialist workers’ views on the eight-hour day will be 
found in Paul Hertz and Richard Seidel, Arbeitszeit, Arbeitslohn und Arbeitsleistung, 
1923. See also the protocol of the Leipzig (1922) Trade Union Congress. 
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mine to resist, they could not do it, as the months of unemploy- 
ment caused by the passive resistance and the catastrophic 
depreciation of the currency have bared them utterly of all 
resources. At the conference between the mine-owners and the 
mine-workers that is soon to be held under the auspices of the 
minister of labor, it may be expected that the eight-hour day is 
not actually going to be changed, but certainly another agreement 
will be concluded, arranging for additional overtime work, which 
will virtually increase the working hours to those demanded by 
the mine-owners now. 

The present crisis over the eight-hour day has demonstrated 
to all the workers in Germany that the eight-hour workday, which 
they thought to be one of the unassailable achievements of the 
revolution, is seriously threatened. They see that the balance 
of political power has shifted toward the side of employing 
interests. The revolution has not brought the final decision 
on the eight-hour day, but that is yet to be made. The pre- 
revolutionary slogan of the Socialist workers, ‘‘For the eight- 
hour day,” has again become the battle-cry under which millions 
of German workers marched this last May Day demonstration, 
four and a half years after the workers’ revolution. 

It is difficult to predict how the struggle about the eight-hour 
day will end. If the period of industrial depression that has 
already set in continues, and unemployment becomes ever more 
extensive, the trade unions, which are already weakened tre- 
mendously, will hardly be able to offer any effective resistance 
to the aggression of the employers. And the German employers 
are not likely to hesitate to utilize the weakened position of the 
trade unions to break through the legal eight-hour day. Still, 
it is possible that the German employers will not insist upon 
absolute compliance with their views in regard to the extension 
of the eight-hour day, even if that were entirely within their 
power. The employers know that the German workers would 
stake their all in the fight for the maintenance of the eight-hour 
day, which they consider about the only real achievement that 


is still left them from “their” revolution. 
Emit FRANKEL 
HARRISBURG, PA. 


























VALUE OF INJUNCTIONS IN LABOR DISPUTES 


The use of injunctions in labor disputes has been a subject 
of bitter controversy for a generation. Speeches without 
end, articles of all kinds, and not a few books have appeared 
upon this question. The views expressed have ranged from 
vehement denunciation of the courts to most ardent defense 
of their actions. 

This controversy has been concerned almost entirely with 
the legal aspect of the injunction question. Very little attention 
has been given to the actual results of the use of injunctions in 
labor disputes. The explanation, no doubt, is that the effects 
of injunctions cannot be ascertained from the reported decisions 
in injunction cases. To get at these effects the strikes in connec- 
tion with which these cases arose must be studied and attention 
must also be given to the unreported injunctions, which greatly 
exceed in number the reported cases. 


INJUNCTIONS AND ACTS OF VIOLENCE 


Most people associate injunctions with violence. They 
believe that but for injunctions violence in labor disputes would 
be well-nigh unrestricted, or, that “the alternative is the soldier 
and the bayonet.” 

At first glance this view seems correct. Injunctions are 
most commonly sought because violence has occurred, and almost 
without exception injunctions in labor disputes include prohibi- 
tions of acts of violence and intimidation. Likewise, many 
contempt cases growing out of injunctions in labor disputes are 
premised upon assaults and other criminal acts. 

Upon further consideration, however, the value of injunctions 
in preventing acts of violence will not appear quite so obvious. 
Acts of violence are criminal offenses in every state. To pro- 
hibit such acts in injunctions does not render them any more 
unlawful than they are without injunctions. ‘The most drastic, 
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severe, and permanent of all injunctions against violence is 
the penal law.” 

Nor do injunctions operate to increase the police protection 
enjoyed by employers. In a few instances federal courts have 
directed marshals to swear in enough deputies to physically 
protect the property of complainants to whom they allowed 
injunctions. But such a course undoubtedly is without warrant 
in law and has been seldom attempted. The courts do not 
command the militia or the police. They will ordinarily not 
even assume responsibility for advising the executive when 
troops are needed." It is only through punishment for contempt 
after violations have occurred that injuctions can be enforced; 
unless, indeed, the fear of being cited for contempt deters law- 
breakers. 

It has been assumed that contempt proceedings are very 
expeditious because there is no jury trial. This has been true 
in many cases, but there are numerous instances to the contrary. 
Upon this point only the two best-known contempt cases in 
connection with labor disputes need be cited—the Debs case 
and the prosecution of Gompers, Mitchell, and Morrison for 
violation of the injunction secured by the Bucks Stove and 
Range Company. In the Debs case the defendants were charged 
with contempt on July 17, 1894, but were not sentenced until 
December 14, 1894; while in the Gompers case the ‘show 
cause” was dated July 20, 1908, and the sentences December 
23, 1908. Less well-known cases can be cited in which even a 
longer time elapsed before the court rendered its decision.’ 
Whether, on the average, contempt cases in connection with 
labor disputes have involved less delay than ordinary criminal 
trials is at least doubtful. Again, appeals appear to have been 
just as frequent and to have consumed just as much time. In 
the Gompers case the appeal which the defendants took from 
the order of the trial court finding them guilty of contempt was 

* Consolidated Coal and Coke Co. vs. Beale, 82 Fed. 934 (1922). 


2In Typothetae vs. Typographical Union No. 6, in the state courts in New York 
City, the defendants were arrested for contempt April 26, 1906, but not sentenced 
until April 26, 1908. (Stevens, History of Typographical Union No. 6, pp. 379-83; 
Machinists Journal, April, 1908, p. 352.) 
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not finally disposed of until May 11, 1914—nearly six years after 
the charges were first preferred. Nor has the percentage of 
convictions been very great in contempt cases—probably 
no greater than in criminal cases. There is doubt also whether 
the sentences have been more severe after conviction. There 
have been numerous contempt cases in labor disputes in which 
the offenders have been dismissed with a warning not to repeat 
the offense. Even Law and Labor, the organ of the League for 
Industrial Rights—the employers’ association which has special- 
ized in fighting union labor in the courts—has stated editorially 
that the number of contempt cases in labor disputes has been 
“remarkably few’ and that the courts have “‘leaned over back- 
ward in their care to avoid a judgment of contempt where there 
may be any shadow of doubt concerning the facts of the case.”” 

In theory, persons who commit acts of violence after they 
have knowledge that an injunction forbids such acts, may be 
prosecuted both for contempt of court and for crime. In practice, 
however, prosecution for contempt means immunity from prose- 
cution for crime, and vice versa. Consequently, as a practical 
proposition, when crimes are committed in violation of injunc- 
tions, the complainants must choose between initiating contempt 
proceedings and starting criminal prosecutions. Of the two, 
contempt proceedings are the more cumbersome and more 
expensive. Before any arrests can be made a petition must be 
presented to the court for an order citing the offenders to show 
cause why they should not be punished for contempt, with 
affidavits from the complaining witnesses. Again, in contempt 
cases, especially in the state courts, the public prosecutors but 
seldom take any part, thus compelling the complainants to 
assume all the expenses of prosecution. In view of these 
facts it is not surprising that practically every attorney who has 
had extensive experience in representing employers in injunction 
cases advises criminal prosecutions rather than contempt pro- 
ceedings, especially where serious crimes are involved. In the 
entire history of the use of injunctions in labor disputes there 
have not been a half-dozen cases in which strikers or their 


t Law and Labor, November, 1922, p. 317. 
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sympathizers have been tried for contempt where the offenses 
committed were arson, murder, or dynamiting, although many 
such crimes have occurred after the issuance of injunctions. 
Even for lesser crimes it is much more common to proceed 
against the offenders under the criminal laws than for contempt. 
In every great strike there have been hundreds of arrests on 
criminal charges, but seldom more than a few contempt proceed- 
ings. 

In many strikes in which injunctions were issued, little or 
no violence occurred thereafter. In other cases, however, the 
issuance of an injunction seems to have made little difference, 
or to have actually increased the violence. 

A case of this kind is the one which culminated in the much 
discussed Coronada Coal Company decision of the United States 
Supreme Court in June, 1922.1 The mining companies of 
western Arkansas involved in this case terminated their agree- 
ments with the United Mine Workers in March, 1914. Antici- 
pating trouble they at the same time barricaded their mines, 
imported guards, and organized an operating corporation with 
but a nominal capital under the laws of West Virginia. The 
purpose of the organization of this ‘hugger mugger” corpora- 
tion—as Chief Justice Taft calls it in his decision—was clearly 
to enable these operators to get an injunction from the federal 
courts. They secured this injunction on April 8, 1914, and at 
the same time the court directed the United States Marshal to 
employ a sufficient number of deputies to protect the mines. 
But when knowledge of this action reached Washington, John 
W. Davis, Acting Attorney General, and recently president of the 
American Bar Association, promptly advised the marshal that 
under the law his deputies could not be employed as strike guards. 
In spite of this order, however, one mine was reopened with 
strike-breakers and soon thereafter contempt proceedings were 
started against all of the strike leaders. This action brought 

* United Mine Workers vs. Coronada Coal Co., 259 U.S. 344, 42 Sup. Ct. 570. 
The facts with reference to the injunction involved in this case given in this article 
are based upon investigations made for the United States Commission on Industrial 


Relations and by the Arkansas Labor Commissioner and upon the reported decisions 
and briefs in the many legal actions which grew out of this strike. 
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to a head the intense feeling which had developed in this mining 
community against the operators. Almost immediately there- 
after a mob composed of strikers and strike sympathizers attacked 
the new employees, murdered some of them and drove away the 
rest, and set fire to the mines. Thereafter federal troops were 
sent to the district, some of the strike leaders were convicted 
of contempt and later also punished for conspiracy, and still 
later the damage suit was started which was carried to the 
United States Supreme Court. But the destruction of the mines 
after the contempt proceedings were begun, threw all the mining 
companies into the hands of a receiver. At this stage the 
controlling stockholder in these companies wrote a letter to the 
Attorney General of the United States, in which he expressed 
himself upon the value of the injunction in this case, as follows: 


I still insist that it is the duty of the government in such cases to appoint 
deputy marshals in sufficient numbers to make the court’s order of some 
value. If such is not the law, then the order of the federal court is not 
worth the paper upon which it is written. Such an order, if it can not be 
enforced before the property is destroyed is of no value whatever... .. 
The punishment of any of the offenders will not bring back the life of 
employes of the company, nor will it restore the half million dollars worth 
of property now destroyed. 


Nor does this case stand alone. Numerous other injunctions 
can be cited which certainly did not prevent acts of violence. 
On the night following the issuance of the injunction in Coeur 
D’Alene Mining Co. vs. Miners Union, 51 Fed. 260 (1892) 
the strikers attacked the non-union miners and seventy of them 
were shot or drowned. The famous injunction in the American 
Railway Union strike of 1894, out of which grew the Debs case, 
did not prevent the burning of over a thousand freight cars in 
Chicago alone and the loss of many lives; nor did it restore order 
until the federal troops arrived on the scene. In the case of 
Reinecke Coal Mining Co. vs. Wood, 112 Fed. 477 (1901), murders 
of non-union miners occurred every day after the injunction was 
issued, until eleven days later the Kentucky militia was called 
out. In the Chicago teamsters’ strike of 1905, a number oi 
injunctions were issued by the federal courts; but the violence 
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continued unabated despite scores of arrests every day. A 
more recent case of the same kind is that of the strike of the 
street railway employees of Kansas City in January, 1919. A 
federal injunction was issued very early in this strike, but a 
month thereafter Law and Labor reported: ‘The ex-employees 
have been dynamiting cars nearly every night and sometimes 
as many as four explosions have occurred during one night.” 


INJUNCTIONS AND UNLAWFUL, BUT NOT CRIMINAL, ACTS 


As a matter of law, injunctions in labor disputes are not 
issued to prevent crimes but to protect the property rights of 
employers. Hence, if injunctions are effective in preventing 
unlawful acts which fall short of crimes, their use in labor disputes 
is fully justified, even if they have often proven ineffective 
against acts of violence. But in this respect, also, injunctions 
have often been a disappointment to employers. 

This has usually been the case with injunctions to prevent 
unlawful strikes and threats of unlawful strikes, which have 
become quite common in labor disputes in the building trades. 
The experience of Goldberg, a small plastering contractor of 
Chicago, with an injunction of this kind in 1914, illustrates how 
such injunctions often work in practice." This contractor was 
fined five hundred dollars by the plastering contractors’ associ- 
ation, because he had employed a workman at less than the 
union scale. He refused to pay the fine and immediately there- 
after his union employees quit work. Goldberg then secured 
an injunction restraining the plastering contractors’ association 
and the plasterers’ union from interfering with his workmen. 
He hired other union men, but none of them would stay with 
him more than half a day, although no business agent ever came 
around to order them to quit. Goldberg then tried to employ 
non-union men, but discovered that no general contractor would 
give him a sub-contract unless he employed union men. 
One week of such experiences was enough to show him that his 
injunction was valueless, and he then decided, as he put it, 


* This case was investigated personally by the writer as an agent for the United 
States Commission on Industrial Relations. 























VALUE OF INJUNCTIONS IN LABOR DISPUTES 341 


“to lay low and take my medicine’”—to drop his suit and pay 
the unlawful fine. 

Very similar was the effect of the much more important 
series of injunctions which the American Anti-Boycott Association 
secured from both the federal and the state courts between 1910 
and 1914, to break up the boycott against non-union wood trim 
which the carpenters’ union was enforcing on Manhattan Island 
in New York City." These injunctions prohibited the calling 
of strikes against contractors using the “unfair” trim and all 
threats of such strikes. In spite of the injunctions, however, 
the carpenters struck whenever an attempt was made to use 
the non-union material, although it was never possible to secure 
evidence which would hold in court that the unlawful strikes 
had been called by anyone. The injunctions did not break up 
the boycott in Manhattan, but instead it spread to Brooklyn. 
The final result was that Irving and Casson, one of the leading 
manufacturers of the non-union material involved in these 
injunction cases, agreed in 1914 to unionize its mills. 

Injunctions to prohibit the continuance of strikes already 
in progress, also, have generally been ineffective. The most 
famous of such injunctions against the continuance of strikes 
was the order which Attorney General Palmer secured from 
Judge Anderson at Indianapolis in November, 1919, which 
directed the officers of the United Mine Workers of America 
to call off the nation-wide bituminous coal strike then in progress. 
This order was observed by these officers; but the miners 
throughout the country did not return to work. Not until 
President Wilson arranged a settlement providing for the appoint- 
ment of the Bituminous Coal Commission, with promises of a 
substantial wage increase, did the strike come to an end. 

Injunctions against picketing, on the other hand, in many 
cases have been effective. This has been true only, however, 

* The following reported cases grew out of these injunctions: Paine Lumber Co. 
vs. Neal, 212 Fed. 259, 214 Fed. 82, 244 U.S. 659, 37 Sup. Ct. 718; Irving vs. Joint 
District Council, 180 Fed. 896 (1910); Irving vs. Neal, 209 Fed. 471 (1913); Albro 
J. Newton Co. vs. Erickson, 126 N.Y. Suppl. 949 (1911), 221 N.Y. 632, 117 N.E. 


1059 (1917); Bossert vs. Dhuy, 151 N.Y. Suppl. 877 (1914) 221 N.Y. 342, 117 
N.E, 582 (1917). 
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where injunctions have unqualifiedly prohibited all picketing. 
In a much larger number of cases the injunctions issued have 
only prohibited picketing in such numbers and in such manner 
as to be intimidating. Such injunctions seem usually to have 
had but little effect upon the manner in which the picketing was 
conducted thereafter, and have been of little, if any, value to 
the employers. Even in cases when injunctions have stopped 
all organized picketing their value to employers has sometimes 
been illusory. Because the picket line is given up does not 
necessarily mean that the strikers cannot get in touch with the 
new employees, nor even that they may not be intimidated and 
slugged away from the premises. Again, picketing very often 
serves no other purpose than that of keeping the strikers busy 
and out of mischief. 


INJUNCTIONS AND BOYCOTTS 


The number of injunctions issued in connection with boycotts 
has been very much smaller than the number of injunctions 
issued in connection with strikes. Such injunctions have made 
it more difficult for unions to advertise boycotts; but injunctions 
cannot make anybody buy from a boycotted merchant. There 
are always methods through which the knowledge that a partic- 
ular dealer or a particular product is to be boycotted can be 
spread among union members and union sympathizers, although 
an injunction may forbid all reference to such dealer or product 
as “‘unfair.” 

Injunctions were issued against trade union boycotts as 
early as 1888; but until the decision of the United States Supreme 
Court in 1908 in the Danbury hatters’ case—a damage suit, 
not an injunction action—boycotting was carried on boldly and 
openly. Since that decision there have been fewer boycotts; 
but an examination of almost any number of any trade union 
periodical or a visit to the headquarters of any central labor 
union will reveal that trade unions still conduct boycotts. The 
fact that boycotting is now conducted less openly than before 
1908, moreover, is due-not to fear of injunctions but of damage 
suits. 
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The most widely known of all injunctions against boycotts 
was that which the Bucks Stove and Range Company took out 
in December, 1907, against the American Federation of Labor. 
At that time, this company was one of the eighty firms whose 
names appeared upon the ‘‘We Don’t Patronize”’ list, which was 
then published every month in the American Federationist. 
Undoubtedly but few trade unionists then knew that the Bucks 
Stove and Range Company was on this list, nor remembered 
this fact when they came to buy stoves. But when this company 
took out its injunction against the American Federation of 
Labor and when somewhat later it started contempt proceedings 
against the officers of the federation, almost every trade union 
member throughout the country and most union sympathizers 
as well, knew that Bucks’s stoves and ranges were “unfair.” 
The “‘We Don’t Patronize’”’ list was abandoned, but the sales 
of the Bucks Stove and Range Company fell off. Three years 
after the injunction was issued and while the case was still in 
the courts, this company found itself in financial difficulties. 
It is, perhaps, significant that when later this company resumed 
operations under new management, it made peace with organized 
labor. In this case, as in many others, the injunction seems 
to have proven a boomerang, in that it gave the boycott the 
wide publicity needed to make it successful. 


INJUNCTIONS AND THE OUTCOME OF STRIKES 


Injunctions, undoubtedly, have not been as valuable to 
employers as is usually assumed. They have also, however, 
proven less harmful to organized labor than it claims. 

The strike which is most frequently cited to prove that 
injunctions are not only designed to defeat organized labor in 
its battles with employers, but also accomplish this purpose, 
is the American Railway Union strike of 1894. Even as to 
this strike this claim is doubtful, although this is a statement 
credited to Eugene Debs, its leader. The sending of federal 
troops to Chicago probably had quite as much to do with the 
defeat of the strikers as had the injunction. At all events, 
no arrests for violations of the injunction were made until it 
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was apparent that the strike was lost and after there had been 
hundreds of arrests on criminal charges. Debs himself was 
arrested for conspiracy a week before he was cited for contempt, 
and he and his associates were not tried or convicted upon the 
contempt charges until months after the strike had terminated. 

Because a strike is lost after an injunction is issued is not 
proof that it would have been won but for the injunction. 
Nothing is easier or more convenient for the leaders in an unsuc- 
cessful strike than to place the blame for the defeat upon the 
courts. 

Labor leaders have said that injunctions have been without 
effect, quite as frequently as they have claimed that injunctions 
have defeated labor in strikes. In this vein, John B. Lennon, 
for thirty years one of the most conspicuous figures in the labor 
movement, has said: ‘Injunctions have only made the boys 
get out and hustle the harder.” 

This is not saying that the issuance of an injunction during 
a strike is not a menace to the cause of the strikers. It dis- 
courages those in their own ranks who are already wavering 
and it may throw inexperienced strikers into a panic. As 
Chief Justice Taft said when he accepted the Republican nomina- 
tion for president, in 1908: 

In case of a lawful strike the sending of a formidable document restrain- 
ing a number of defendants from doing a great many things which the 


plaintiff avers that they ought not to do, often discourages men, always 
reluctant to get into a strike, from continuing what is their lawful right. 


Again injunctions serve to divert the energies of the strike 
leaders, as it is these leaders who must appear in court, if any 
fight is to be made against the injunction, and who are most 
commonly cited for contempt. The effect of the issuance of 
an injunction is often to draw the chief interests of the union 
leaders away from the strike to the battle in the courts. Injunc- 
tions, moreover, drain union treasuries through the heavy 
counsel fees and court costs which they entail. In five years, 
from 1912 to 1917, during which there were comparatively few 
injunctions, the International Moulders’ Union—not a very 
large union—spent over twenty-six thousand dollars in carrying 
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appeals in injunction cases to higher courts. Injunctions may 
also prejudice the public against the strikers. A strike is a 
contention largely before the bar of public opinion and nothing 
will hurt the cause of the strikers more than an interference by 
the courts, which amounts to a public declaration that they 
are violating the law. 

With all this it is yet true, as Professor H. R. Seager has 
said, that “the development of labor organizations has not 
been checked to any appreciable extent by legal restrictions.” 
While the issuance of injunctions is a menace, this has usually 
been overcome by the efforts of the strike leaders. Although 
many strikers may be disheartened when the courts interfere, 
the strike leaders are often encouraged to greater effort. They 
believe that their cause is just and that the court acted unfairly. 
Like other red-blooded Americans they fight the harder when 
they feel that they have been unjustly handicapped. They 
tell the wavering that there is nothing to fear; and to the public 
they say that the strikers have conducted themselves lawfully 
and that they do not intend to act otherwise. At the same time 
they raise a hue and cry about the unfairness of the courts and 
try to make the public think that it is courts and not the strikers 
who are violating the law. 

Added to this is the fact that with the frequency of their 
use injunctions have lost their sting. It is not uncommon 
for labor leaders to boast of the number of injunctions which have 
been served upon them. Among the members of trade unions 
the feeling is general that the courts are against them; and they 
are not particularly surprised or alarmed when an injunction 
is issued. Even jail sentences for violation of injunctions are 
regarded not as a disgrace, but as proof of wholehearted devotion 
to the cause of labor. Similarly, the public has come to look 
upon injunctions in labor disputes with suspicion. 

Injunctions are most likely to handicap new and weak 
unions, or strikers who are but recent converts to unionism. 
In such cases the issuance of an injunction may well be the turn- 
ing point which insures victory to the employer. But where 
the unions are strong and labor is well organized injunctions 
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have had little effect. It is doubtful whether there ever was a 
building trades strike which was lost because an injunction was 
issued against the strikers. Similarly, injunctions have meant 
very little to the United Mine Workers, except in the non-union 
fields. 


LABOR’S VIEW OF INJUNCTIONS 


While organized labor has not suffered as much from the 
use of injunctions as is often claimed, there is no doubt as to the 
intensity of its feeling upon the “injunction question.” President 
Gompers has truly said that “the most careful search through 
the archives and records of the labor movement discloses a 
unanimity of opinion upon this grave question among the workers, 
unparalleled by their feeling on any other question that has 
ever engaged their attention.” 

The use of injunctions in labor disputes has undoubtedly 
increased the distrust of the courts among workingmen. There 
is not a labor periodical in the country, and perhaps not a labor 
leader, that has not given expression to this distrust of the 
courts. A comparatively moderate expression of this feeling 
is the following paragraph from the report of the executive 
committee of the American Federation of Labor in 1922, which 
was unanimously indorsed by the Cincinnati Convention: 


In the great industrial struggles of the past year, as in former years, 
employers have found our courts ever ready and willing to throw the force 
of the state on the side of capital and against that of labor. ... . Con- 
sidered from every point of view, and in the light of a varied and most 
extensive experience, the injunction process as used by the courts of our 
land in industrial disputes is not an instrument of equity, but a weapon of 
oppression. Through its unwarranted uses and flagrant abuses the courts 
of equity have become the courts of the rich, the protectors of property 
and of property rights, and have disregarded the human aspirations and 
personal rights of the workers. 


Now, it is not something new that workingmen feel that 
they are being discriminated against in the courts. On the 
contrary, as long ago as Wat Tyler’s Rebellion, Jack Cade 
proposed: ‘‘Let us hang all the Jawyers and burn all the law 
books.” Nor is this feeling due solely to the use of injunctions. 
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Few injunctions have given rise to as much criticism of the 
courts, at least in radical labor circles, as did the Mooney case— 
a criminal case only remotely connected with any labor dispute. 
Doubtless, also, much of this feeling is due to the fact that, 
despite great improvements in recent years, our judicial machin- 
ery does not yet insure the prompt and inexpensive adjustment 
of the claims of the poor. 

When allowances are made for all of these factors, it is yet 
undeniable that the use of injunctions in labor disputes has 
had much to do with promoting the growing distrust of the 
integrity of the courts and of the impartiality of the law that 
has been manifested in the last two decades. Not only the 
labor leaders, but the rank and file of the union workmen and 
also many unorganized workmen, feel that the use made of 
injunctions in labor disputes is grossly unfair. 

The official attitude of organized labor has always been one 
of defiance of injunctions. This attitude has been well expressed 
in one of the Trade Union Epigrams, issued by the American 
Federation of Labor: “In the case of an injunction in labor 
disputes, contempt of court is respect for law.”” While in specific 
cases, labor leaders have urged the union men to observe injunc- 
tions, organized labor has always insisted that “constitutional 
rights permit of no compromise.” 

This does not mean that organized labor itself has not at 
times appealed to the courts for injunctions. Two years ago 
much publicity was given to a suit for an injunction which was 
brought by the Ladies’ Garment Workers Union at New York 
City, against an employers’ association to prevent the breach 
of a trade agreement. This was heralded as the first instance 
in which labor ever made use of an injunction. In fact, however, 
there have been quite a large number of such cases in which 
unions have resorted to the courts for injunctions against 
employers and a still larger number of cases in which unions have 
sought injunctions in connection with squabbles or in disputes 
with other unions. 

It should also be noted that employers and employers’ 
associations have often criticized the courts quite as severely 
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as have the labor unions. For instance, Dudley Taylor who for 
many years was the attorney who most frequently represented 
the employers of Chicago in injunction cases, testified before 
the United States Commission on Industrial Relations in 1914: 

I don’t quite say “toady to labor” but I cannot quite help but have a 
feeling that the tide has for many years been running very strongly against 
the employer, and that the employer is wholly on the defensive and has been 
so for many years. The labor unions have no trouble in getting everything 
they are entitled to and I think considerably more. ... . On the other 
hand, I feel that when we go into court on injunction matters or labor dis- 
putes we are not as welcome as we might be in all other matters; that there 
is a decided disinclination,—a very real inclination on the part of the courts 
to get out from under, in order to avoid passing on these cases, and as they 
sometimes say, “to pass the buck.” I have known judges who are independ- 
ent, strong men and you can expect them to do justice. On the other hand, 
I know too many of the other sort who are very timid. 

Similarly, the American Anti-Boycott Association in its Recom- 
mendations to the Commission of Industrial Relations, said, 

Even our federal judges, with their courage and independence, smarting 
under the unfounded criticisms of organized labor and its sympathizers, 
proceed, in many instances, in a compromising and unsound course. Even 
in the federal courts the wind blows from a different quarter than is popularly 
believed. 

Statements such as these suggest that neither of the directly 
interested parties is quite satisfied with the course of the courts 
in handling injunction cases. This may prove that the courts 
on the whole have been fair; but it most certainly shows that 
injunctions in labor disputes have not added to, but on the 
contrary, have detracted from the respect which the courts 
ought to command. 

INJUNCTIONS AS A POLITICAL ISSUE 

Not only have the decisions of the courts in injunction cases 
been bitterly criticized, but they have also become political issues. 
It is the use of injunctions in labor disputes which accounts for 
the policy of ‘reward your friends and punish your enemies,” 
to which both the American Federation of Labor and the railroad 
brotherhoods are definitely committed. 
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Ever since 1900, the American Federation of Labor has 
tried to get Congress to enact legislation to prevent the issuance 
of injunctions in labor disputes by the federal courts. By 
1906, the Federation leaders realized that they could not hope 
to get through such legislation unless they demonstrated the 
political power of organized labor; and, consequently, in that 
year they organized a campaign to defeat some of the most 
prominent members of Congress for re-election. Since that 
date, the American Federation of Labor has pursued this same 
policy in every congressional election. It has organized a 
‘non-partisan political action committee” and has tried to get 
the trade unionists of the country to vote for congressional 
candidates who were pledged to the enactment of anti-injunction 
legislation. In these campaigns some other demands have been 
made by the Federation, but in every election it has given greater 
prominence to the use of injunctions in labor disputes than to 
any other issue. 

This issue has also caused the Federation to take an active 
part in every presidential election since 1908. In that year 
and again in 1912 the Federation indorsed and supported the 
Democratic candidates, primarily because the Democratic 
platform promised relief from “government by injunctions.” 
This promise the Democrats fulfilled by enacting the Clayton 
Act, whose labor provisions were heralded by Samuel Gompers 
as “Labor’s Magna Charta.”’ 

Thereafter for about five years most labor leaders seem to 
have been under the impression that all that was left of the 
injunction question was to get all states to enact anti-injunction 
laws similar to the Clayton Act. In the last four years, however, 
organized labor has had a rude awakening. Not only have a 
larger number and more drastic injunctions been issued by the 
federal courts in connection with labor disputes during these 
years than in any previous period, but the United States 
Supreme Court has rendered decision after decision establish- 
ing clearly that the Clayton Act did not solve the injunction 
question. 
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Faced with this situation organized labor put forth its 
greatest political effort in the congressional elections of 1922. 
Not only did the American Federation of Labor again organize 
its national, state, and local political action committees, but 
for the first time the railroad brotherhoods did likewise and 
co-operated with the Federation. How successful this campaign 
was can only be told certainly when the Sixty-Eighth Congress 
casts its vote on bills to curb the power of the courts and the 
issuance of injunctions in labor disputes. But the claim made 
by the Federation that considerably more than one-half of the 
senators and one-third of the congressmen elected had its 
indorsement is highly significant. For one, it means that labor 
is likely to put forth even greater efforts in 1924. Significant 
in this connection is the action of the recent Portland convention 
of the Federation in postponing the 1924 convention until the 
middle of November, with the expressed intent of allowing 
nothing to interfere with the greatest possible activity by labor 
leaders in the next election. 

The American Federation of Labor has steadfastly refused 
to support an independent labor party movement, and never 
by a greater majority than at its recent convention. But it 
is, nevertheless, interested in politics and never more so than 
today. The conservatives and the radicals in the labor move- 
ment differ only as to the objectives and tactics to be pursued 
in politics, not as to the advisability of participation therein. 

Whether the activity which organized labor has manifested 
in politics in the last fifteen years is a good or a bad development, 
is beyond the scope of this article. Attention is here directed 
only to the fact that this political activity has resulted from 
the use of injunctions in labor disputes. The American Federa- 
tion of Labor is not in politics, at least primarily, to gain labor 
legislation or political or social reforms. Its concern at all 
times has been principally to get relief from injunctions. 

The political activity of organized labor has been matched 
by somewhat similar political activity by employers’ associations 
and chambers of commerce. This is brought out most clearly 
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in the Mulhall scandal and the congressional investigation which 
followed in 1913. The testimony taken by the Senate and 
House committees on this occasion established that the National 
Association of Manufacturers gave political and financial assist- 
ance to members of Congress whose re-election organized labor 
sought to defeat. It also established that this organization 
maintained a most active lobby in Washington, whose principal 
business it was to see that no anti-injunction legislation should 
be passed by Congress. The methods employed to effect this 
result gave the National Association of Manufacturers an 
unsavory reputation for a time and helped organized labor to 
gain the Clayton Act. The coarse methods employed by Mulhall 
to get votes in Congress against anti-injunction bills are probably 
not now employed, but the National Association of Manufac- 
turers still has a lobbyist at Washington and the injunction 
question is still one of its principal concerns. Beyond question, 
also, many employers’ associations still interest themselves in 
the election of members of Congress and of state legislatures. 

The injunction question is now and has long been a leading 
political issue. While party platforms generally have been 
discreetly silent upon this question, it has been an important 
factor in many elections. Today it is undoubtedly the question 
in which labor unions and employers’ associations are most 
vitally interested. 


EFFORTS TO CONTROL THE COURTS 


The same interest in injunctions which has led labor unions 
and employers’ associations into active participation in the 
election of presidents and of members of Congress, has also 
caused them to take great interest in judicial elections. This 
has been particularly true of organized labor. Wherever the 
trade unions are strong they have become a factor to be reckoned 
with in the election of judges. 

The best proof to this effect is the fact that in practically all 
large cities at least some of the candidates in every judicial 
election advertise in the labor papers and claim sympathy with 
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organized labor. Two such advertisements, the one from San 
Francisco and the other from Minneapolis, are given below: 


Here is a man who has been on the square with organized labor. Every 
union man should support his candidacy. 


Jupce DanrEt C. DEasy 
For Judge of the Superior Court 


For his attitude toward injunctions against labor unions, read “ People 
vs. Alexander Ferrier” published in the Labor Clarion of April 26, 1912. 


Joun R. CoaNn,—JUDICIARY 


John R. Coan is a candidate for Municipal Judge. As a lawyer of 
ability he has fought many battles for labor. His sympathies are with the 
men who toil. With Coan acting as judge and jury in our municipal court 
there would be one law for the employer, and the same law for the employe. 
If Coan happened to make a mistake it would probably be in our favor. 
Remember John R. Coan election day and you will have done your part 
in securing justice for yourself and organized labor. 


State federations, city centrals, and local labor unions have 
often indorsed or condemned candidates for judgeships. Very 
frequent, also, have been aggressive campaigns by organized 
labor to defeat the re-election of “injunction judges.” An 
illustration of this kind, of which many scores might be given, 
is the campaign which the Cleveland Federation of Labor waged 
in 1918 against the re-election of Judge Robert D. Morgan to 
the Court of Common Pleas, because two years previously 
he had allowed an injunction against the moulders’ union. In 
that campaign 60,000 dodgers attacking the “injunction record” 
of Judge Morgan were distributed on the eve of the primary; 
and he was defeated, as have been many other judges who were 
opposed for re-election by organized labor. Nor have such 
campaigns been confined to the election of judges of inferior 
and trial courts. On the contrary, organized labor has often 
taken a most active part in the election of justices of state 
supreme courts. 

Since federal judges are not elected, organized labor has not 
been able to apply to them its policy of ‘‘reward your friends and 
punish your enemies” in any such direct and effective manner. 
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At times, however, labor unions have indorsed candidates for 
appointment to federal judgeships, and more frequently they 
have sought to defeat confirmation by Congress of appointees 
regarded as biased against labor. Whenever a vacancy occurred 
on the Supreme Court of the United States during the Wilson 
administration, labor unions throughout the country seem to 
have flooded the President with indorsements of Frank P. Walsh 
and other labor attorneys. Conversely, the labor unions were 
very free in protesting against several of the Supreme Court ap- 
pointees of the Harding Administration. 

But it is not only in connection with elections and appoint- 
ments that organized labor has sought to make the courts 
realize that it is a power not to be underestimated. Frequently 
it has organized monster demonstrations to protest against 
the issuance of some particular injunction. In a considerable 
number of cases, also, it has successfully promoted congressional 
or legislative investigations, and in a few instances it has even 
succeeded in having charges of impeachment preferred against 
“injunction judges.’” 

All these efforts to control the courts have stimulated 
employers’ associations to counter activity of the same general 
nature, although less open and less frequent. Where unions 
have organized campaigns to defeat judges for re-election, the 
employers’ associations have generally rallied to their defense. 
Similarly, where labor unions have adopted resolutions condemn- 
ing appointees to the federal bench or calling for the impeachment 
of some judge who allowed a sweeping injunction in a labor 
case, the employers’ associations of the country and their press 
organs have ardently defended the judges attacked. 


SOCIAL CONSEQUENCES 
Judges are but human and cannot fail to react to criticism 
and efforts to control their decisions. Such tactics are certain 


* Among such cases are the “‘impeachment” on the floor of the House of Repre- 
sentatives of Judge Wright in 1914, of Judge Dayton in 1915, and of Attorney 
General Daugherty in 1922. John P. Frey, an influential labor leader, in his recent 
book, The Labor Injunction, urges that impeachment is the “trump card” of labor 
which it should bring into play whenever an injunction is issued. 








354 E. E. WITTE 


to arouse the resentment of strong judges and the fear of weaker 
judges. 

One manifestation of this reaction is the intemperate denunci- 
ation of strikers and labor leaders in which judges criticized 
by organized labor have often indulged. Many instances of 
this kind occur even in reported cases. A sample of such mani- 
fest bias against labor is the following reasoning which a federal 
judge employed in finding pickets guilty of contempt: 

It is said that there have been many arrests and convictions of non- 
union workmen for the crime of carrying concealed weapons, but this is 
only additional evidence that they feared bodily harm. Under these cir- 
cumstances it makes no difference that the pickets, as a general rule, spoke 
politely to the witnesses." 

On the other hand, at least an equally great number of cases 
can be cited in which judges refused to issue injunctions to which 
employers, under the law, were entitled. In almost every 
industrial center there are some judges who are more than 
reluctant to issue any injunction in connection with a labor 
dispute, and in some cities as, for instance, San Francisco, it 
has been almost impossible to get any judge to do so. Again, 
the following charge made by the American Anti-Boycott 
Association in 1915 is literally true in many cases: 

Courts also show a notable aptitude and inclination to avoid the issue 
in important and well presented cases, leaving present and future litigants 
in a state of uncertainty; other judges make strenuous efforts to settle 
such cases or try to pass the responsibility over to some associate. 

Despite such altogether too frequent instances of partisanship 
or weakness, I am convinced after many years of study of 
injunction cases, both reported and unreported, that the courts 
on the whole have steered an even course in labor disputes. 
Most judges have decided injunction cases in a fair manner 
upon the evidence before them and in accordance with the law 
as interpreted by the higher courts. 

Be that as it may, it is undeniable that millions of organized 
workingmen in this country believe that the issuance of injunc- 
tions in labor disputes is grossly unfair and that the courts 


* Allis-Chalmers Co., vs. Iron Moulders’ Union, 150 Fed. 155 (1906). 
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are under the control of the employing class. Nor is this belief 
one which we can reasonably hope will in time disappear. On 
the contrary, it has steadily become more firmly rooted; and 
each new injunction supplies it with fresh nourishment, and 
that regardless of the circumstances or merits of the case. 

The conviction that the law is unjust and that its adminis- 
tration is unfair has had much to do with the great amount 
of lawlessness which has characterized labor disputes in this 
country. When men feel that they are not being given a fair 
chance they will not observe the rules of the game. The spirit 
which has become widely prevalent among American workingmen 
is that which was expressed by a leading labor lawyer in the 
statement: “‘Law is a game in which everybody slugs. I slug 
for labor.” Interference by the courts in strikes is bitterly 
resented by the workingmen. The employer who appeals to 
the courts is labor’s ‘‘dearest foe.” Such employers are singled 
out to be boycotted; no efforts are spared to force them to come 
to terms. 

The employers of the country, as a class, have been ardent 
champions of injunctions in labor disputes. But it is undeniable 


that in fighting strikes employers have resorted to methods of 
self-help not unlike those employed by strikers. Nothing shows 
this more clearly than the fact that no great strike is fought 
nowadays without resort to armed guards and strike-breakers 
furnished by numerous private detective agencies. 


CONCLUSIONS 


In view of these facts, questions like these arise: {s the use 
of injunctions in labor disputes worth while? Who is benefited 
by injunctions? Has anybody, or any group of persons or 
class derived advantages from the issuance of injunctions which 
can fairly be said to offset the consequences of the distrust of 
the courts which their use in labor disputes has engendered ? 

The benefits from injunctions are, to say the least, question- 
able. Employers who have relied upon them to protect their 
property and their employees have often found that they afford 
but poor protection. Nor is there any evidence that injunctions 
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have prevented strikes or hastened their settlement. In states, 
like Massachusetts, where the decisions of the courts in injunction 
cases have been most uniformly against labor, at least as many 
strikes have occurred as in states where injunctions in labor 
disputes are much less common.’ The United States probably 
has more strikes both in absolute number and relative to popula- 
tion than any other country. Certainly, violence and intimi- 
dation are much more common in connection with strikes in the 
United States than anywhere else in the world. 

In contrast, the harmful results from the use of injunctions 
in labor disputes are very evident and undeniable. As expressed 
by President Roosevelt in a special message to Congress as long 
ago as April 27, 1908: “They are blind, indeed, who fail to 
recognize the bitterness caused among large bodies of worthy 
citizens by the use that has repeatedly been made of the power 
of injunctions in labor disputes.” Whether this feeling is 
warranted or unwarranted need not here be discussed. The 
significant fact is that this feeling exists, has survived for many 
years, and appears to be growing ever stronger. The existence 
of this feeling constitutes a grave menace to this country, which 
renders timely serious attention to the question, whether there 
is not some better way of dealing with labor disputes than we 


are now pursuing. 
E. E. WI1TE 
WISCONSIN LEGISLATIVE REFERENCE LIBRARY 
MapIson, WISCONSIN 


* In proportion to the number of its wage earners engaged in industry Massa- 
chusetts had more than twice as many strikes in the seven years 1916 to 1922 
as did Wisconsin and 50 per cent more than Ohio, as shown by the statistics upon 
strikes published by the U.S. Bureau of Labor Statistics. 





THE HUTERIAN COMMUNITIES. I 


The Society of Huterian Brethren is a deeply religious church 
organization that practices community of goods. It was 
founded in Moravia in 1528. Because of its persistent stand 
against war, it has been driven from one country to another in 
successive exiles for four centuries. A little less than fifty 
years ago the Brethren migrated to America, setting up three 
communities, or, as they call them, Bruderhofs, in South Dakota. 
At the present time they have twenty-six communities, five of 
which are in South Dakota, nine in Manitoba, and twelve in 
Alberta. They number 2,622 souls.’ 


I. LOCATION OF THE DIFFERENT COMMUNITIES 


The oldest Huterian community in this country is that at 
Bon Homme, South Dakota. It is on the Missouri River, 
eighteen miles west of Yankton. Here in 1874 a group of the 


Brethren bought 2,500 acres of land for $25,000. They have 
added to this until they now have at Bon Homme 7,524 acres, 
valued at between $400,000 and $500,000. Since the Bon 
Homme community numbers 120 people, their wealth per 
capita (in real estate only) is between three thousand and 
four thousand dollars. The Bon Homme community has sent 
out nine colonies, each of which constitutes an independent 
community with land and buildings of its own. These ten 
communities are known among Huterian people as the Schmieden 
(Smith) group, because the leader who brought them to America, 
Michael Waldner, was a blacksmith. 

The second Huterian community established in South Dakota 
is that at Wolf Creek, near Freeman. The Wolf Creek group 
also came to America in 1874, but the site where they set up 
their first Bruderhof proved an unfavorable one, and in 1875 
they moved to their present location, where they have 5,400 


? 1922 census. 
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acres of some of the richest land in the state. The Wolf Creek 
people are called Dariusleut’," after Darius Walter, the leader 
under whose guidance they came to this country. There are 
eight colonies of the Dariusleut’ group, all sent out from Wolf 
Creek. 

The third of the three original Huterian communities set 
up in South Dakota is at Old Elm Spring near Parkston. The 
Old Elm Spring people came to America in 1877, under the 
guidance of two men, both teachers; from which fact they are 
called Lehrerleut’ (Teachers’ people). Men of the Lehrerleut’ 
group wear buttons on their coats, while those of the Schmieden 
and Dariusleut’ groups still use hooks and eyes after the custom 
of the olden days. Old Elm Spring Community has sent out 
six colonies. One of these is at Rockport near Mitchell. Rock- 
port, Old Elm Spring, Wolf Creek, and Bon Homme are usually 
pointed out as the four most prosperous of the twenty-six 
Huterian communities. 

The last of the communities in South Dakota is the Lake 
Byron one near Huron. The Lake Byron people tried life in 
Montana for a while, but later decided to return to South Dakota. 
They are of the Dariusleut’ group. 

In Manitoba are the nine Schmieden colonies sent out from 
Bon Homme. All of them had first set up Bruderhofs in various 
parts of South Dakota. They went to Manitoba during the 
war, or as soon after it as permission could be gained. Eight 
of these communities are near Elie, about thirty-five miles west 
of Winnipeg. They are called the James Valley, Bon Homme, 
Mill Town, Huron, Rosedale, Maxwell, Barrickman, and Iberville 
communities, names mostly reminiscent of South Dakota 
homes. Although they disposed of their land in South Dakota 
at forced sales, and received only about half its real value, they 
already show signs of great prosperity in their new homes. 

The ninth Manitoba community is the Rosengart one at 
Plum Couiee, which removed from South Dakota in 1922. 
Their land is in the extreme south of Manitoba, and was bought 
from the Old Colony Mennonites when the latter went to Mexico. 


* Among Huterian people always pronounced Dar’iusleut’. 
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Rosengart community is of especial interest because of the connec- 
tion it has had with the Rappist, or New Harmony, people of 
Pennsylvania, deeply religious communists like the Huterian 
Brethren. Rappists had loaned money to the Huterian Brethren 
in 1874 and had helped them to choose their first lands in America. 
In 1884 a band of the Brethren (those now at Rosengart) went to 
Pennsylvania and set up a Bruderhof at Tidioute, where they 
engaged in lumbering for the Rappists. This work proved less 
congenial to them than their customary farming, and two years 
later they returned to South Dakota. The Rosengart people 
still sing snatches of Rappist songs they heard over thirty years 
ago, and still love to rehearse the conversations they had with 
those godly people. Some of the Huterian Brethren joined the 
Rappist church; but later they also returned to their church in 
South Dakota. 

In Alberta there are twelve Huterian communities, all 
established in 1918. Eight of these lie between Lethbridge and 
Cardston. The northernmost of these, Richards community, 
and the southernmost ones, East Cardston and Raly communi- 
ties, are of the Dariusleut’ group; while the middle ones, Old 
Elm Spring, New Elm Spring, Rockport, Milford, and Big 
Bend belong to the Lehrerleuts. 

Some of the Alberta communities have faced hard times since 
leaving the States. One year they had to pay $62.50 a ton for 
hay, and a great part of their property was in live stock. But 
now one begins to see everywhere in their communities evidences 
of the usual Huterian prosperity. Milford community has one 
of the largest barns, if not the largest one, in Alberta. Neighbors 
say the Huterian people often get five bushels of grain to the 
acre more than others do, because they are such excellent farmers. 

Three Dariusleut’ communities are found near Rockyford, 
about fifty miles east of Calgary. They are called Hinds, 
Spring Valley, and Rosebud. Coal has been discovered recently 
on Spring Valley land, and is being mined to supply the neighbor- 
hood. Standoff Community, also Dariusleut’, is eighteen miles 
south of Macleod. It may be called the literary capital of the 
Huterian Brethren. Rev. Elias Walter, the preacher there, has a 
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larger collection of Huterian books and manuscripts and has done 
more literary work for the Brethren than has any other member 
of the twenty-six communities. 


II. GENERAL DESCRIPTION OF A HUTERIAN COMMUNITY 


Huterian communities are always in secluded places, as far 
as possible from contact with the world. Often they are in deep 
river valleys, and built close up to the water’s edge. 

A community has the appearance of a small village or hamlet, 
with the houses arranged somewhat irregularly along one main 
street. They are always of stone, if in a district where building- 
stone is available. The style of architecture is that of Central 
Europe in Reformation times. The main buildings are massive, 
oblong structures, usually with the long side facing the street, 
and the gables away from it. Frequently there is a bit of bright 
blue paint somewhere around the eaves or lintels, reminding one 
of Old Bohemia. The dwelling-houses have no kitchens or any 
appliances for housekeeping, and might fitly be described as 
dormitories. Central to them all is one building which, though 
but one story in height, covers much more ground than do any 
of the others. It is divided into two parts, one for the great 
community dining-room, one for the community kitchen. 

Somewhere near these buildings is the schoolhouse which 
serves also as chapel. It is excessively plain, with no steeple or 
bell; for the Huterian people aim to observe an apostolic sim- 
plicity in all their life, and especially in their religious services. 

Beyond the chapel, the dining-hall, and the living houses 
are the other buildings—the workshops, the barns, the chicken 
coops, the apiary, the granaries, and the mill. 

The earth around the houses is trodden bare. There are 
no lawn effects. There are no carefully laid sidewalks, no fences, 
no stately entrances to the houses. Everywhere there is a 
studied attempt to avoid ostentation. 

If you are visiting a community for the first time, the Brethren 
will ask if you would like to go about and see their buildings, 
their manner of life, and their work, and they will call someone, 
perhaps one of the women or girls, to act as your guide. The 
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guide will take you to each of the workrooms and shops, and will 
bid you enter and inspect as freely as you choose. You will 
see the community laundry with its huge iron tub and its gasoline 
engine to do the rubbing. In the creamery, too, there is an engine 
to run the separator and the churn. The bakery is entirely sepa- 
rate from the kitchen and is provided with a large oven either of 
iron or of brick. The tables are filled with great round loaves of 
bread, each of which would make three of the kind you are used 
to. You pass the blacksmith shop, the carpenter shop, the 
bookbindery, the broom shop, the shoe shop, the cellars where 
the great stores of food are kept, the ice-house, the granaries, 
the barns, and the mill, stopping wherever you may choose. 

If you feel inclined to go farther, your guide will take you 
on to the different gardens, where you will find the greatest 
variety of herbs, vegetables, and berries, and where you will see 
groups of women working in various parts. Then you will climb 
the hill to the orchard and get a taste of whatever fruits are in 
season. From the hilltop you will look beyond through the acres 
and acres of grain fields where the men are at work. In some 
obscure corner of a field, roughly fenced off, you will see God’s 
Garden, where without any monuments or names or eulogies the 
Brethren are laid to rest as unostentatiously as they have lived. 

Returning by the river bank, your guide will point out the 
flocks of ducks and geese and tell you just how many there are 
of each, and how many chickens and sheep and cows and horses 
they have. The smallest child knows these things by heart, 
and takes the greatest pride in telling them off. 

Back at the Bruderhof once more, you will sit down to rest 
on one of the benches under the shade trees, where a group of 
women are knitting and talking, or spinning on their little low 
spinning-wheels. 

When supper time comes and the men come in from the fields, 
you will be invited to come and eat. Hosts of visitors are 
entertained at the community table, and always without pay, 
for hospitality is a very real part of Huterian religion. 

You enter the great community building through the kitchen, 
a bare room, but very clean. Two or three women are busy 
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at the stove and greet you as you pass. A steady stream of 
artesian water flows at the sink, and everyone stops to get a 
drink. 

From the kitchen you enter the dining-room. The long red 
tables are bare of covering, but freshly painted. Benches run 
their full length seating about four on a side. There are no 
children in this room, for they have their own dining-rooms in 
other buildings. Men and women eat at the same time, but 
have their tables on opposite sides of the room, and there is a 
small table at the end for the elders, or board of advisers. 

The dishes used are of the plainest enamel-ware. There are 
no individual.plates, but a common dish is set for each four, 
two facing two. Most of the food is plain, and, to the American 
taste, somewhat underseasoned. Dishes frequently served are 
“‘stranklesuppe,” a thickened milk soup of string-beans; knedle, 
or hard, unraised dumplings; fried eggs; home-dried fish; and 
delicious dill pickles. On Sundays and on special occasions 
there are dishes that rival our own best—duck soup with geschtel 
(grated noodles); nookily, or dumplings of feathery lightness; 
rolls rich with a filling of poppy-seeds and preserved fruits; 
omelette-like pancakes; and cakes with a custard frosting that 
oozes through them while they bake. 

After supper the men are free to visit, and there are no more 
charming conversationalists than the Huterian Brethren. The 
preacher or the Wirt will conduct you to his apartment, and 
this will give you a chance to see the interior arrangement of the 
houses. 

Each great house is divided into suites, the number of 
rooms in a suite varying according as families are large or small. 
The room which you enter is used both as sitting-room and as 
bedroom. The other rooms of the suite are all bedrooms. 
There is an attractiveness about the interior of a Huterian house 
that contrasts with the bareness of the spaces outside. Within, 
everything is newly painted and freshly washed, and there is a 
precision in the arrangement of articles of furniture that is very 
pleasing. There is the big bedstead piled high with feather- 
ticks, and neatly covered with a figured cambric spread. There 





THE HUTERIAN COMMUNITIES 363 


is a great chest or window-box, highly polished and without a 
dent or scratch though it was probably among the things brought 
across the ocean fifty years ago. There are a plain wooden table 
a cupboard for books, a few chairs, and perhaps a wall-shelf. 
There are no mirrors and no pictures. In the rooms upstairs 
sometimes there are samples of the women’s exquisite cross- 
stitch embroidery hanging on the walls, but it is not often that 
visitors are taken to these rooms. 

As you sit talking with your host, quietly, without any 
formality of knocking, the men and women, and boys and girls 
of the community file into the room, all eager to hear the conver- 
sation of the stranger. Where will be but one subject discussed, 
no matter how cleverly you may try to avoid it: and that subject 
will be religion; for it is the one subject that permeates all 
Huterian thought, the one subject in the light of which the 
Brethren judge of every other. Twentieth-century America 
knows little of that sort of piety which makes the enveloping 
atmosphere of all Huterian life. Huterian people think in terms 
of the Bible and talk in scriptural language. Their sermons on 
Sunday are little more than a succession of Bible verses, with 
brief running comments; Sand their daily conversation is almost 
as biblical. If you ask why they are communists, they open 
their Bible to Acts 2:44-45 and read, ‘“‘And all who believed 
were together, and had all things common; and sold their 
possessions and goods, and divided them among all.” If you 
ask why do they not “‘Americanize”—live among other people, 
and do as other people do, they quietly read, ‘‘ Wherefore come 
out from among them, and be separate, saith the Lord.” If you 
ask why they would not let you snap their pictures that afternoon, 
they read, “Thou shalt not make unto thee any graven image, 
or any likeness of anything that is in the heaven above or that 
is in the earth beneath.” 

One of the Huterian Brethren was recently asked what he 
would name as the chief tenets of their religion, and he replied: 

If I should answer the question just as you ask it, I should say, We believe 


in a personal God; that Jesus Christ was his only begotten Son; that he 
came into the world to save humanity through the shedding of his blood 
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(on the cross. In all these things we agree with most evangelical churches. 
But if you meant to ask what distinguishes us from other evangelical 
churches, I should say, We believe in community of goods, and have all our 
property in common; we believe in nonresistance; we do not take oaths; 
we do not vote or hold public office; and we baptize only upon profession 
of faith. > : 

The Huterian church regulates many of the minutest details 
of life, as, for example, all matters of dress. Clothing is nearly 
uniform, and always very plain, very modest, and very service- 
able. The men wear dark gray suits with loose trousers and sack 
coats. Their hats are round and black. The women wear dark 
figured dresses with long full skirts, plain waists that have long 
sleeves and come up to the neck. Their headdress is a dark ker- 
chief with white polka dots, folded diagonally. It was only after 

ears of agitation that Huterian women recently gained permis- 

/ sion to wear sunbonnets when working in the fields. With the 
Huterian people this was as grave a matter as it would be in a 
Catholic convent if the Sisters asked to wear sunbonnets when 
out of doors. It is not a matter of personal taste, but a matter 
of religion; and their dress is the great mark of their religious 
order. In the same way all married men wear beards, and think 
of this as a religious obligation, 

There are the strictest church regulations as to marriage 
and divorce. There is scarcely an instance of a Huterian person 
of marriageable age who does not marry; and divorces are 
practically unknown among them. Though they have community 
of goods and work, and though there is a community grouping 
of children, the Huterian people have never had community of 
wives. They are the strictest of monogamists. In olden times 
the elders arranged marriages. Huterian men of today choose 
their own wives, but the whole community looks with disapproval 

/ upon anything that savors of the romantic in love. 

There are daily religious services as well as the Sunday ones. 
No bell ever rings for worship; but a little child is sent from house 
to house to summon everyone. No musical instrument is used 
in the services, nor indeed anywhere in the community. The 
preacher lines the hymns, intoning one line after another, and 
pausing after each while it is sung by the congregation. There 
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is a metallic shrillness about Huterian singing, all singing in 
unison and never by parts. The hymns sung are those the 
martyred fathers wrote in prison four hundred years ago or 
sang as they went to the flames, some of them dating as far back _ 
as 1527, a year before the formal establishment of the Huteriam 
communism. It is only within the present decade that these 
hymns have been collected into one volume and printed. Ten 
years ago they were still in handwritten form, and no two copies 
were alike. There is no older collection of hymns in regular 
use in any church in America. 


Ill. THE HUTERIAN ORGANIZATION 


The Huterian Brotherhood was given its present form of 
organization by Jacob Huter between the years 1533 and 1535. 

At the head of each community or village stand two men, 
the preacher who ministers to the spiritual needs of the group, , 
and the Wirt or Householder (often unfortunately called the 
“Boss” in this country) who has charge of industrial affairs. 
To advise with these two men and assist them there is a body of 
elders, usually numbering five. These men, as a rule, hold office 
for life. Huterian offices are never hereditary, though it often 
happens that a son is elected to succeed his father. 

The preacher is chosen partly by lot. The Brethren name 
those men in the community whom they consider fit for this office, 
and then cast lots to determine which of these shall serve. The 
preacher is on probation for several months and then, if accept- 
able to the community, is ordained. Frequently there are two 
preachers in a community, one an older and one a younger man, 
but both sharing the burdens of the office equally. 

The Wirt and the elders are chosen by direct vote of the 
voting body. This voting body consists of the male members of 
the church. Practically all power resides in the hands of this 
body. Although they delegate extremely great power to the 
Wirt and the preacher, they always reserve the right to depose 
either of them in case they prove unfaithful to or unequal to ; 
the trust that has been given them. Such depositions have been 
not at all rare throughout Huterian history. All matters of 
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importance have to be acted upon by the voting body before 
they can be transacted. In matters of extreme importance, 
such as the breaking up of a community, or removal to a new 
site, the vote must be unanimous before action can be taken. 
Matters of very minor importance can be attended to by the 
preacher, Wirt, and elders acting together. 

The Wirt handles all the money of the community, holds 
the keys of the community storehouses, and arranges and directs 
all the community work. Under him and responsible to him 
there are sub-officers in charge of each separate industry—the 
farm boss for the work in the fields, the head miller, the carpenter, 
blacksmith, shoemaker, head cook, and so on. Each of these 
receives whatever supplies are needed from the Wirt, and eack 
turns over to him all the products of his department of work. 

There is no money in circulation within a community. 
The only money used is that required for dealings with the world 
outside. There is nothing whatever within a community that 
is thought of as private property. On entering the Huterian 
church a person gives over to it everything that he possesses; 
and if he leaves, he can demand nothing back. This fact is 
made definitely clear to every applicant. 

It often happens that articles of furniture or of clothing are 
used by one person during his whole life or until they wear 
out, but he may never think of them as his own. If the com- 
munity at any time wishes to use them elsewhere, it can always 
recall and redistribute them, though it practically never does so. 
There is nothing of individual inheritance in a Huterian com- 
munity. When someone dies, the things he has used are 
redistributed. 

Community of goods does not exist between communities, 
but only between members of the same community. One 
community has no claim whatever upon the stores accumulated 
by another. It is true that whenever a community has been in 
great need the other communities have come to its relief, but 
such relief is always thought of as a gift or loan. If one com- 
munity trades with another, money is used as the medium of 
exchange. 
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The profits of a community are saved for one definite purpose, 
and only one—the purchase of more land, and the providing of 
buildings and furnishings for a new Bruderhof as soon as there 
may be enough people to warrant sending out a colony. Thus ' 
practically all Huterian money that is saved is invested in land, 
buildings, and machinery. Once the new community is set up, 
it is expected to become self-sustaining like the other communi- 
ties. The parent community that sends a colony out and sets 
it up asserts no claim over it in future years. The relationship 
between the two communities is very closely parallel to the one 
that exists between a father and the son whom he has set up 
in business with no thought of expecting anything in return. 

The local communities are thus nearly independent units, 
as far as their economic and industrial life is concerned. They 
would be entirely independent were it not for the fact that since 
coming to America the Huterian Brethren have been forced to 
take out articles of incorporation. Usually the colonies sent 
out by a community are included in the same corporation with 
the parent community; and in this way there is a kind of legal 
responsibility of one community for another. This fact, how- 
ever, seems to influence the Huterian manner of life very little. 

The Huterian articles of incorporation are interesting as 
showing how inseparably their religious worship and their 
industrial life are blended. The preamble states that the 
Brethren are associated “for the purpose of promoting, engaging 
in, and carrying on the Christian religion, Christian worship, 
and religious education and teachings, according to our religious 
belief that all members should act together as one being, and 
have, hold, use, possess, and enjoy all things in common, we all uv 
being of one mind, heart, and soul, according to the word of 
God revealed to us,” and “‘to engage in and carry on farming, 
stock-raising, milling, and all branches of these industries, and 
to manufacture and deal in the products and by-products of 
these industries.” 

In spiritual matters, it would seem that the local community 
does not exercise quite so great a degree of autonomy as in indus- 
trial and economic matters. The tendency here is to defer to / 
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the judgment of the whole Huterian body. In olden times there 
was always an aeltester or bishop who stood as the spiritual 
head of all the Huterian communities. Since coming to America, 
instead of having one aeltester at the head of all the communities, 
there is one at the head of each of the three groups—Schmieden, 
\ Dariusleut’, and Lehrerleut’. At irregular intervals conferences 
are held to which the different communities send delegates, and 
at which matters of common concern along spiritual lines are 
debated. The conclusions arrived at in these meetings have 
great weight with the local Bruderhofs. 


IV. COMMUNITY WORK 


In the early years of their organization, each Huterian 
community engaged in both agriculture and manufacturing, 
blending the two about equally. In America they found indus- 
tries so well organized that they could not compete in manu- 
facturing, and so turned their attention wholly to agriculture. 
The things made in their various shops are almost entirely for 
home use and not for sale. 

Every Huterian boy is taught either a trade or the most 
expert methods of farming, and every adult member of the 
community, excepting only the aged and sick, must bear an 
equal share in the community work. No idler is allowed to 
remain, nor is professional work allowed to take the place of 
manual work. Preachers and teachers must be men with 
trades, and they must continue to practice their trades whenever 
the pulpit and schoolroom do not claim their time. 

In all countries where they have lived, the Huterian people 
have had the reputation of being an exceptionally industri- 
ous people. Love for work and pride in the kind of work they 
do are two of their outstanding traits; and so contagious are 
they both that it would seem the problem of idleness is one that 
has needed very little attention. Almost never is a man sent 
away for refusing to work. 

On a Huterian farm, every person’s time for every day is 
organized to the minutest detail. To a stranger visiting them, 
the multiplicity of bells, and shifting squads, and various groups 
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going in various directions to different tasks is confusing, but 
for the Huterian people it all goes like clockwork. The day 
starts early. The first hour sees one group milking, another 
feeding the stock, another cooking the breakfast; the men 
getting machinery in order for the day’s work, the girls putting 
the sleeping-rooms in order. 

After breakfast, groups are re-formed with different combina- 
tions, and each goes to the work of the day. The men of skilled | 
trades go to their shops. The farm-hands go to the fields. 
The children go to school. The women go to household duties 
and to the gardens. 

The Wirt is the general executive who lays out the plans of 
work and sees that they are carried out. He leaves many of 
the details of the farm work to the farm boss, and many of the 
details of the women’s work to the head cook, who are his two 
chief assistants, and who have the immediate supervision of 
the work of a great part of the community membership. Some 
of the men are under the direction of the farm boss all the time. 
During the busiest seasons in the fields, all the men are turned 
over to him, no matter what their trade or profession may be. 
And whenever during the year a skilled workman in one of the 
shops is not needed at his own trade he reports to the farm boss. 
By this shifting of workers from one line of work to another the 
Huterian people very successfully prevent any seasonal unemploy- 
ment and any seasonal overpressure of work. Idleness and 
overwork are two extremes which Huterian people know little 
of. Those tasks on the farm which are considered least agreeable 
are never given permanently to the same men. All the members 
of the community must share in them. For example, no one 
is a stallboy for life. Every man in the community must serve 
one year as stallboy. 

The women have even more of alternation in their work than 
do the men. They are grouped in squads, and each squad 
works at a task for two weeks and is then shifted to some other 
task. In this way every woman shares in every phase of the 
women’s work. No one can monopolize an agreeable task, 
nor is anyone required to do more than her fair share of a 
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disagreeable one. The squad that works in the bakery one 
fortnight may be in the garden the next fortnight, in the sewing- 
room the next, in the kitchen the next,andsoon. The head cook 
is the one who arranges the details of the women’s work. In 
this alternation of tasks, the Huterian system reminds one 
strikingly of the plan worked out by Fourier. The Huterian 
scheme antedates that of Fourier by nearly three centuries. 

Huterian women particularly love the alternating of outdoor 
work with work indoors. Without doubt being out of doors so 
much is the secret of their abounding good health. A load of 
women driving off to the gardens or to gather berries is a happy 
sight. All the housework that can be done in the yard is done 
there instead of in the kitchen. A visitor driving into a com- 
munity may see one group of women sitting on the steps stringing 
beans, another group making rhubarb pies on a great table 
under the trees, others knitting on benches beside the houses, 
others spinning, and still others plucking pigeons for the Chicago 
market. For the most part the women go about their work 
barefooted, but they wear shoes whenever doing so is more 
comfortable. 

No Huterian woman is excused from doing her share of work. 
None of them may ever have a servant. But the burden of 
work that falls on each one is far from hard. There are few 
days that do not bring them time for an afternoon nap and time 
to sit out in the yard for a while to knit and talk. Huterian 
women know nothing of the loneliness that the average farmer’s 
wife feels, and as a rule their work is less arduous. Their 
placid, care-free faces are the subject of frequent comment 
among their neighbors. 

The Huterian plan of co-operative housekeeping is as eco- 
nomical as it is pleasant. Where four or five women cook 
easily for the whole community, the time of all the others is 
released, and is turned to other profitable employment. The 
work the Huterian women do in the dairy, the gardens, and the 
harvest fields is a large source of income in all the communities. 

It is a part of the Huterian religion to live frugally and to 
avoid everything that is at all in the nature of a luxury. One 
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community setting a table for 125 persons gave their estimate 
for a year’s supply of food as follows: 


550 bushels of potatoes 
12 tons of flour 
7,000 pounds of butter 
25,000 eggs 
20 beeves (averaging 1,200 pounds each) 
120 sheep (averaging 120 pounds each) 
50 hogs (averaging 350 pounds each) 
800 chickens 
400 ducks 
300 geese 
20 bushels of beans 
1o or 11 barrels of pickled cucumbers 
23 tons of sugar 
1,800 pounds of coffee 


When it is remembered that, with the exception of the last 
two items only, all this foodstuff is home grown; that no wages 
whatever are paid for the work done in producing it; and that 
the cooking of it is done in the most economical way from the 
standpoint of conserving both the waste of ordinary kitchens 
and the workers’ time, one doubts if any group of people in 
America, eating as heartily and as healthily, has a lower cost 
of living per capita than the Huterian Brethren. If any group 
does surpass them, it is probably that of the Dukhobors, com- 
munists like themselves, and at the same time vegetarians. 

In one community with a membership of 75 souls, the gross 
expenditures for a year, including all paid out for food, machinery, 
and instalments due on land, were given as $10,000. In another 
community, numbering 125 souls, the yearly expenditures were 
stated at $30,000. In both communities the gross receipts 
were said to have been somewhat greater than the expenditures. 

There are certain lines of work which are prohibited in 
Huterian communities. No one may engage in the manufacture 
of weapons of war or of any articles of luxury. Innkeeping is 


forbidden. Travelers may be entertained, but not for profit. , 


There must be no storekeeping or merchandising, or any buying 
of anything with thought to resell again at a profit; nor may 
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there be any form of gambling or speculating, or dealing in 
futures. No money may be loaned for interest, nor may insur- 
ance be taken out on life or property. Laborers may not be 
hired with the thought of making gain from their labor, but there 
is no hesitancy whatever in hiring hands to meet an emergency, 
as in case of shortage of help from sickness in the community. 


Vv. THE HUTERIAN SYSTEM OF EDUCATION 


The educational system of the Huterian people is most 
unique, and particularly so in its grouping of the children. 
Their “Little School” is a sort of kindergarten, and was in 
operation three centuries before the kindergarten was devised. 

On the exact day that a Huterian child becomes two and 
a half years old, he enters the Little School, in which he remains 
until he is six. The children of the Little School are kept in a 
compact group throughout the entire day. Certain of the 
Huterian women have it as their work throughout the year, like 
teachers, to have charge of this group. They bring the children 
together for breakfast in the children’s dining-room, and there 
they teach them correct table manners and a long grace, to be 
said both before and after meals. Four other meals are served 
to this group during the day. The group meets in its own school- 
room in the morning to study songs and prayers and children’s 
rhymes. After the midday meal the children take a nap, still 
as a group, spreading something down on the schoolroom floor 
to lie on. When the children awake from this nap one of their 
teachers takes them to the fields for a long playtime. After 
the evening meal they are brought to their parents and remain 
with them till the group is brought together again the next 
morning. 

In olden times the plan for the children above six was practi- 
cally the same, except that the boys and girls were kept in 
separate groups and studied such subjects as reading and writing 
in addition to their Bible work. For all subjects except reading 
and writing and the Bible, the Huterian people chose to develop 
most of what they taught out of practical life rather than out of 
textbooks. They gave the greatest attention to the care of the 





























THE HUTERIAN COMMUNITIES 373 


children’s health, having a nurse in the schoolroom constantly. 
The Huterian schools are said to have been the first ones in 
Europe in which scientific methods were used for the prevention 
of the spread of certain contagious diseases." 

So superior were the schools of the Brethren in those days 
that, in spite of their hated religion, people of other faiths sent 
their children to Huterian schools by preference. The thing 
in their schools that was most highly praised then was the fact 
that a group of children was in the hands of the same educators 
from early morning till night, so that the activities of the whole 
day were intelligently correlated—study, work, play, worship, 
meals, rest—and what was learned at one hour was illustrated 
or strengthened by what was observed at another hour. 

History was excluded from their curriculum because it 
glorified war and men of war. Dead languages were excluded 
because the Scriptures were so long a closed book through them. 
Dialectics and oratory were excluded because through them men 
were often deluded as to what was true and what false. Every , 
boy was taught a trade, and the learning of this took a part of 
each day’s school time. The three ideals which were set before 
their schoolboys were: peace above war; no economic gain for 
an individual that did not bring gain to the group as a whole; 
and a fair share of productive manual work as the measure of 
one’s service to the group. 

Until the Huterian people left Europe in 1874, they had had 
control of their own schools. On coming to America, they had 
to adapt themselves to the curriculum and textbooks prescribed 
in the districts where they lived, and found it impossible to keep 
much of their old system, or to be very effective with the part 
that they did keep. So that in visiting a Huterian community 
today the only part of their educational system that one feels ” 
is really Huterian is the Little School. 

The Huterian people have been opposed to higher education 
because they think it makes people shirk their share of manual 
labor. They have no higher schools whatever. But all Hu- 
terian children attend the lower schools and they have the very ‘ 
* Wolkan, Die Hutierer, p. 74, footnote. 
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proud record of not one illiterate in all their twenty-six commu- 
nities, with the exception of the one man (and there is only one) 
who was born an imbecile. Few race groups in America can boast 
not one illiterate." 

Huterian children, even the smallest ones, dress quite like 
their parents, the girls with long, full skirts, the boys with long 
trousers, giving them the look of quaint little old people. The 
younger children have a rich and very unique fund of ring-games, 
counting out rhymes, and nursery jingles. They lay these aside 
early, and the children of school age have little in the way of or- 
ganized sport. They choose rather to spend their playtime in more 
practical activities. Huterian boys can make anything, and do 
everything that an emergency may call for, and they take the 
greatest pride in finding an opportunity to use their inventive 
genius. They are extremely acute observers, are independent 
in the conclusions they arrive at, and are fluent and sensible in 
conversation, discussing matters with the sobriety and earnest- 
ness of adults. 

All the Huterian children speak English, as do most of the 
men and many of the women. But in their religious services 
they cling to their old Tyrolese dialect. Their Bible, their 
hymns, and their prayers would not seem right if in any other 
language than that their fathers used, and that their group has 
always used. 

Why their past and the old customs are so dear to them will 
be more easily apparent after we have reviewed their history 
and seen what led to the founding of their group and what 
persecutions they have suffered together. 

BERTHA W. CLARK 

UNIVERSITY OF CHICAGO 


[To be continued] 


* U.S. Census of Religious Bodies, 1916, p. 422. 





IS A TAX ON SITE VALUES NEVER SHIFTED?! 


It is held by most competent economists that, in general, a tax on 
land values cannot be shifted. There are, nevertheless, certain quali- 
fications of this principle, some of which are generally familiar to 
economists and some of which are ordinarily overlooked. The follow- 
ing brief discussion of the problem is intended to indicate somewhat 
the importance of these qualifications and their relation to the main 
principle. 

It is commonly admitted by economists that a tax on the value of 
“land” when the so-called land value includes fertility put in and to be 
put in by owners may be, in part, shifted. For such a tax may dis- 
courage owners from thus improving their land. They may prefer 
to invest their surplus labor—i.e., their labor above that used to pro- 
vide for current consumption—in some other way. Hence, less 
acreage may be well fertilized, the supply of goods produced on agri- 
cultural land may be smaller, and the prices of such goods may there- 
fore be somewhat higher. Here, however, we are really dealing with 
capital, “the produced means to further production,’ rather than 
with land in the economic sense. The tax, if it applies only to capital 
of this specific kind (fertility), will tend to make people construct, 
rather, capital of some other kind. Then the comparative scarcity 
of this kind of capital may be coincident with a comparative plenty 
of other kinds of capital. (And the products of such other kinds of 
capital may be increased in quantity and lowered in price.) But if 
the tax is applicable to all capital, then there will be no special dis- 
couragement of land improvement as compared with other kinds of 
investment. Whether or not such a tax will discourage saving, and 
hence capital formation in general, is another matter which need not 
be considered here. It seems clear, at any rate, that a tax levied 
upon the value of land exclusive of any value put into it by any owner’s 


*This paper is intended to consider almost exclusively problems of shifting 
and incidence. The writer has elsewhere discussed the social desirability of site- 
value taxation. See The Taxation of Unearned Incomes. The Missouri Book Co., 
Columbia, Missouri, 1921. 

? Phrase used by Seager, ‘‘ The Impatience Theory of Interest,” American Eco- 
nomic Review, December, 1912, p. 846. 
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fertilization, drainage, or other improvement would not be likely to 
operate to prevent or discourage such improvement and so would not 
probably be shifted. 

But if a tax on land fertility is really a tax on capital value rather 
than on land value, may this also be true, in some cases, of a tax on 
the situation value of land? As an almost invariable rule, the situa- 
tion value of a person’s land is but slightly if at all dependent on his 
own efforts or investment but is a function of natural advantages and 
of the activities of those around him. An acre of land in Manhattan 
may be worth millions of dollars though no owner present or past 
has ever done anything to give it value; while the same amount of 
land in the Rocky Mountains or even in the center of the middle- 
western plains may be worth much less despite great efforts by one 
or more owners to give it value. One owner of land may try in 
every way conceivable, but without success, to make the situation 
value of his land great; while another, doing nothing at all, finds his 
land increasing in situation value because those about him, aided 
perhaps by natural conditions, make such improvements or develop 
such businesses that the locality where their activities are carried on 
comes to be a locality where people desire to locate for business or 
residence. If it should become obvious that, on a given city lot, a 
house could be built for $6,000 which would then sell, with the lot, 
for $10,000, the lot would at once be worth approximately $4,000 


1 The fact that a tax on fertility value can be sometimes shifted, in whole or 
in part, to consumers, is due to the dependence of such fertility upon the activity of 
the land owner. Hence, a distinction must be made between agriculture and 
mining. Fertility is maintained and restored by the effort and investment of the 
farmer. Ore is not restored by the mine owner. A tax on farm fertility does not 
at once raise the prices of farm products. It does this only when, in consequence 
of soil exhaustion, such products have become more scarce. Fertility rent may be 
a necessary inducement to efficient agriculture. But in the case of mines there is 
no point to providing an inducement to restore anything. It is true that a tax 
might hasten the exploitation of mines. But, unless it were so levied as to promote 
wasteful methods, it would not decrease the total amount of coal or ore mined. 
Higher prices might result in the future because of earlier mine exhaustion. But, if 
so, the more active present exploitation of the mines would mean Jower prices in the 
present. If the prices of mine products are /ower while the tax is on and higher 
when there is no tax because nothing is left to tax, we can hardly say that the tax 
is “shifted” to consumers. As a matter of fact, heavy taxation of mines need not 
at all interfere with conservation of mineral resources. If some mines were exploited 
more rapidly, this would tend to delay the exploitation of marginal mines. Further- 
more, such taxation would tend to keep down the capitalized value of mines and to 
make their purchase by government easier, if special conservation measures seemed 
desirable. 
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without the house. The building of the house does not add to the 
situation value of the land as such. After the house is built, there is 
a greater real estate value by the value of the house, but the land, 
separately considered, is worth the same as before. If, however, several 
scores of persons build attractive homes in the immediate neighborhood 
of such a lot, it may come to have a higher situation value whether 
sold with or without a building upon it, than it would otherwise. 
Each such builder, while adding to his own real estate a value pre- 
sumably about equivalent to the cost (including planning and super- 
vision of construction) of his building, may add to the situation value 
of neighboring real estate by making the location more attractive to 
others than before. Thus the unforeseen tastes and the consequent 
building activities of some persons may increase the salable value of 
the land of other persons. In like manner, if certain business men 
choose a given block for retail stores, the habit so induced in the buy- 
ing public of going to that locality to trade may give value as a store 
site to a lot not purchased or owned by the persons responsible for 
the new state of affairs. 

It may, indeed, conceivably, sometimes happen that development 
of real estate owned by a score or more of separate persons, which 
none of them would find it worth while to begin independently on his 
own land, would seem worth while to a single owner of all the land, or 


to an association of owners, since the development of each lot might , 


add something to what he or they—and not persons who had not 
participated—could get from neighboring lots. Thus, a large corpora- 
tion may, in effect, found a city, and realize a gain from the resulting 
increase in the value of its land, as the United States Steel Corporation 
seems to have done, to a considerable extent, in the case of Gary, 
Indiana.t_ But if there were several persons or corporations able to 
finance such a comprehensive improvement and fully aware of the 
opportunity available, then the gain imputable to the improvement 
would be less. For the salable value of the land prior to the improve- 
ment would be more. For these various potential improvers would, 
each, be willing to offer more for the unimproved land, because of their 
ability profitably to improve it, than it would otherwise be worth or 
than it would bring if sold, thus unimproved, in small lots. 

To forestall possible misunderstanding and objeciion, it may be 
well to explain the fact that buildings are sometimes constructed 
(e.g., in large cities) although the immediate yield on the total invest- 


* See Haig, “‘The Unearned Increment in Gary,” Political Science Quarterly, 
Vol. XXXII (March, 1917), pp. 80-94. 
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ment (land and building) is small, in anticipation of a rise in rental 
and capital value. As has been noted above, development through 
extensive building, etc., may sometimes be undertaken in the belief 
that site values as such will thus be increased. But if the increase 
of site values is expected to result rather from the general growth of 
the community—in the main, the usual condition—then such building 
will not be prevented either by a general tax on site values or by a tax 
on site value increments. Though the immediate yield on land and 
building together may seem small, the building is constructed because, 
and only because, it is believed that the net yield in excess of what 
would be received were it mot constructed is as high as the general 
rate of return on investments of equal risk. Otherwise erection of 
the building would be postponed. Certainly an expected increase 
in site value due to the general growth of the community is no induce- 
ment to the early construction of a building since such site value 
could be realized by holding for later sale, without building. An 
owner who builds now because he does not wish to forego the present 
rental yield of his land is not building to get a future increment. 
And such an owner would be in no less a hurry to build in order to 
avoid a present land-value tax. Certainly a tax on community-made site 
value would not delay construction of a building since the tax payment 
to be made by the owner would be as great in case he did not build 
as in case he did. Indeed, it is to be noted that the very reason immedi- 
ate returns are low in proportion to total capitalized value of land 
and building is because the prospective future high value of the land 
is capitalized into a high present value on which the current rate of 
return cannot at once be realized. If this future increase were to be 
taxed at a high rate and if the fact were generally known, the present 
value of the land would presumably be lower. Even with the tax, 
therefore, the percentage yield on present value would be no less. 
The writer has frequently heard the argument advanced that a 
prospective increase in the value of their land is necessary to keep 
farmers in their business—that without this increment they would not 
get the current rate of return. (Is it equally necessary in every 
business? Without it would everyone leave, his own business and go 
into another business where, also, he could not get it?) In truth, 
however, were land values taxed, or even were future increments taxed, 
the yield to farmers would be as large a percentage of what their land 
would then sell for—a larger percentage if we assume a corresponding 
reduction of other taxes—and they would be no less inclined to re- 
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main in the business, as against selling out (to someone who there- 
upon comes into the business ?) or otherwise quitting, than before. 
As a concrete case of improvement where the activities of land 
owners accomplish something toward the increase of situation value, 
let us suppose a group of men owning a considerable amount of unde- 
veloped land remote from markets and railroad centers. We shall 
suppose, further, that potential traffic to and from this territory does 
not appear large enough to pay the ordinary rate of return on the cost 
of building a railroad into the territory (or perhaps, any return what- 
ever) and, hence, that no one is willing to build such a road for the 
promise of earnings upon it. Let us assume the probable product of 
the land to be wheat. A railroad into the territory would be worth 
much more to persons cultivating immediately adjacent land than to 
persons farther from the railroad and the former persons could afford 
to pay higher rates than the latter. If rates for the transportation of 
the same kind of freight (in our example, wheat) could be made higher 
for shippers located near the railroad than for shippers who mvst 
bring their wheat longer distances by wagon or truck, then, we may 
suppose, the railroad could be made to pay. But such special rates 
to different shippers from the same service would be difficult to adjust 
even if they were not illegal. Hence, although the railroad may be 
worth building so far as the owners of the land, as a whole, in the 
given community are concerned, it may not be to the advantage of 
any other persons to build it and its building may have to wait upon 
investment by these owners in rough proportion to their anticipation 
of gain from it. In such cases, the building of a railroad by these 
owners corresponds, in a sense, to the fertilizing of his acres by a farmer 
or to the building of a store on his land by the owner of a city lot. 
It is an improvement on the land, the added value being, in large 
part, represented by the cost of the improvement. If there were a 
thoroughly competitive market for the sale of such a large land terri- 
tory as a whole, then its value, before the construction of the railroad, 
would be approximately as great as after, except for the cost of con- 
struction. (We are here assuming that the railroad would just yield 
running expenses and could only be built because of the increased 
salable value of the adjacent real estate.) In a sense, therefore, the 
increased land value must really be regarded, in this case, as capital 
value, as being merely equivalent to the cost of the capital put into 
or upon it by the owners. Yet, in practice, probably if the land were 
under a single ownership and certainly if it were or came to be owned 





380 HARRY GUNNISON BROWN 


by different persons in separate tracts, these different tracts would be 
separately valued; and the values of most of them, though enhanced 
by the presence of the newly constructed railroad, would seem to be 
purely situation value—as indeed it really would be in the case of 
any such piece of land if neither the present nor a previous owner had 
contributed toward the building of the railroad. But to tax this 
value when it is brought into existence through capital construction by 
the owners of the land so improved may operate to prevent such capital 
construction and such a tax may be, in some degree, shifted. 

On the other hand, the economic consequences of such construc- 
tion may often be unfortunate, so that the discouragement of it, by 
land-value taxation, would do no harm. Thus, suppose one very 
large tract of land under a single ownership and control on which, 
therefore, any increased situation value due to the construction of, 
say, a railroad system, will be enjoyed by the same persons who have 
the railroad built; while in other parts of the country, land is sep- 
arately owned in small tracts and no one person is in a position to reap 
the situation value which might result from similar railroad building. 
Under such circumstances population and industry might be largely 
drawn away from the territory held by many small owners into the 
territory controlled by one large owner; and they might be so drawn 
even though the latter territory had no natural advantages over the 
former and even though the former, if not thus denuded of population 
and business, would soon be able to support a railroad built without 
the inducement of a prospective situation-value increment. It is not 
an unreasonable hypothesis that the building of railroads subsidized 
by the United States government with enormous grants of land, thus 
uneconomically and prematurely developed the West at the expense 
of the development of the East; and this merely because of the greater 
concentration of ownership of large areas of western land, first in the 
hands of the federal government and later in the hands, also, of a few 
railroad companies.’ 


t The agricultural pioneer is said by some economists to have had a prospective 
“unearned increment” as an inducement to settle new territory. And it is quite 
possible that in the absence of such inducement, settlement in such territory would 
have been less rapid. Nevertheless, it by no means follows that the early applica- 
tion of heavy land-value taxation would, by retarding such settlement, have been 
shifted upon the general public. Would it have meant less wheat or corn? But 
undoubtedly some of those who took up western agricultural land in the pioneer 
days were already farmers and merely raised wheat and corn in the West instead 
of in the East. If they could not be induced to go West except by the prospect of 
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It is, of course, impossible to say what per cent of the apparent 
situation value of land is really, in the sense above indicated, capital 
value. Doubtless there are instances of contributions by landowners 
in various towns and cities to the building of electric street-railway 
lines, steam railroads, and other utilities (through purchases of stocks 
and bonds or otherwise), which contributions they would not be 
quite induced to make merely because of their expectation of a return 
on the utilities as such, from the rates charged, but which they are 
induced to make because of their hope of an incident increase in the 
value of their land. They are, as it were, by a common yet voluntary’ 
action, improving their land out of savings; and a special tax upon the 
increased value so brought into existence might prevent their doing 
this, tend to diminish the supply of the kind of utility or other capital 
in question, and, perhaps, necessitate higher rates as an inducement 
to investors to construct such capital. Thus, in so far, such a tax 
would be shifted. It is likely, however, that in the case of a regulated 


an increment in land values, can we conclude that their labor in the West was 
much more productive, that their going increased the volume of produce and that 
not to have given this encouragement would have made agricultural produce more 
scarce and its price higher ? 

Some of the western settlers, however, were persons not previously engaged 
in agriculture. If the offer of land and the prospect of a rise in the value of this 
land made them farmers, it would in so far increase the volume of wheat, corn, etc., 
and tend to lower their prices. But it would simultaneously decrease the volume 
of whatever other goods or services these people were producing and raise the prices 
of such goods or services. Who can say with certainty, therefore, that a tax on land 
values which removed the incentive to such settlement would necessarily have 
been shifted upon consumers of goods, in general, in the form of higher prices ? 

But would such a tax have been shifted upon wage earners in the form of 
lower wages? The prospect of enjoying a rise in value of land given to settlers 
by the government is said to have depleted the supply of hired labor and kept 
wages up. (Clark, The Distribution of Wealth, pp. 85-86.) This effect, however, 
was only temporary. Today wages may even be lower because of the policy 
formerly pursued, if, because of it, less land remains unappropriated. And it is 
not certain that a policy of land-value taxation would, even temporarily, have 
prevented the realization of high wages. For while it would have weakened the 
incentive to laborers to take up government land far from the centers of population, 
it would have discouraged speculation in privately owned land and so would have 
increased opportunities mear the centers of population. What the net effect would 
have been we cannot, with certainty, determine. But the other taxes which land- 
value taxation might have displaced probably were shifted, in part, upon wage 
earners. 

* Except as they may act in response to pressure from the loca! commercial 
clubs et al. 
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monopolistic utility the public’ would be asked to permit rates—if such 
rates could be charged and patronage kept—high enough to yield the 
usual rate of return on investment; and this even if the investors had 
enjoyed an incident increase in the value of their land. 

In any case, it is probably true for the most part, as has been 
frequently and vigorously contended, that the situation value of any 
given piece of land is due to natural conditions, such as the proximity 
of bays and inlets, to the stage of the mechanic and other arts which 
makes one or another location preferable for various lines of productive 
activity, and to the activities and groupings of large numbers of people, 
and that what an individual owner decides to do or not to do is but 
an insignificant factor. The conclusion, therefore, that a tax on the 
situation value of-land cannot be shifted, though it may require some 
qualification, is, in the main, hardly open to serious question. 


Harry GUNNISON BROWN 
UNIVERSITY OF MISSOURI 





BOOK REVIEWS AND NOTICES 


Co-operative Democracy. By JAMES P. WaRBASSE. Macmillan 
Co., 1923. Pp. xx+493. $3.50. 

If the consumers’ co-operative movement has been relatively 
barren of economic results in this country, it has at least given us this 
book from the pen of the president of the Co-operative League of 
America, Dr. James P. Warbasse, which deserves a place in the front 
rank of the literature of the movement. To Dr. Warbasse, the con- 
sumers’ co-operative movement is at once the goal of social life and 
the way of attaining it. 

It is the goal because it alone will dedicate production to the task 
of satisfying the real needs of people instead of being treated as a 
device to wring profits from the purchaser. By making the interest 
of the consumer paramount, it will reintegrate the interest of society 
in turning out commodities conducive to the good life, which has been 
lost through the specialization of society and the dominance of the . 
profit motive. Co-operation indeed furnishes the economic agency 
for harmonizing egoism and altruism since an individual will prosper 
in direct ratio as the movement prospers, and consequently in working 
for it a man is at once laboring for others and for himself. 

It is thus ethically superior to capitalism which, moreover, is 
doomed to pass away. Under capitalism there is an inevitable 
disparity between the value of the goods produced and the effective 
power of the workers to purchase them, caused by the deduction of 
interest and profits by the employers. Consumers’ co-operation can 
prevent this since it turns interest, profits, and rent back into the 
hands of the active consumers and thus keeps purchasing power on a 
parity with production. 

But capitalism is not the only “ism” that is inferior to consumers’ 
co-operation. Syndicalism and guild socialism, with their exaltation 
of the producer, would tend to exploit the consumer almost equally. 
Government ownership would mean the further harnessing of the 
population by the centralized coercive state which would crush out 
all private competition and with an overgrown bureaucracy would 
rule the helpless citizens. Membership in the co-operative movement 
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on the other hand would be purely voluntary and the individual 
would have perfect freedom at all times to withdraw. The movement, 
moreover, would be built up by the spontaneous federation of autono- 
mous local societies combining for purposes of mutual assistance but 
with authority and independence remaining always with the local 
group. The best thing the state can do is therefore to wither away, 
although the fact that Dr. Warbasse quotes with approval Spinoza’s 
dictum that “each thing, in so far as it can, endeavors to preserve 
itself” indicates that he does not believe the state or any group 
controlling the state will abdicate in this fashion. 

But co-operation is not merely the end for which society should 
strive; it is also the means through which the goal may be attained. 
It offers a constructive opportunity for service to all who hunger for 
other incentives than that of profits and as the movement grows, it 
can increasingly change the psychology of the oncoming generation 
from one of self-seeking aggrandizement to one of mutual aid. It 
thus prepares within the structure of the old order the men and 
women who will be adapted for the new. 

Moreover, the only sure and safe way to attain the socialization 
of industry is by co-operation rather than by revolution or the ballot. 
All the progress achieved will be based on superior efficiency to capital- 
ism and men will be trained capable of administering industry and 
of carrying it on. On the other hand, it is impossible to capture the 
state with the hope of using it as the agency to socialize production 
as long as the surplus wealth and the power over jobs is in the hands of 
the capitalist class. The class that controls industry will inevitably 
control the state. The primary task, therefore, is to win the control 
of industry and this is to be attained far more effectively by “working” 
for the new order than by “voting”’ for it. 

Dr. Warbasse’s eloquent appeal for men to enlist in this idealistic 
movement which is rooted in reality and disciplined through experience 
deserves to be read by all. America needs the co-operative movement 
badly and this book should secure intelligent volunteers. 

Yet sympathy with, and belief in, the movement as such should 
not blind one to several inadequacies in Dr. Warbasse’s synthesis. 
Has he not, for example, ignored the fact that the continuous and 
active participation of virtually the whole population is necessary to 
socialize industry under the voluntary system of consumers’ co- 
operation while only the consent of a respectable majority at periodical 
intervals is needed to secure the same end through public ownership ? 
Furthermore, what provision is to be made for those who refuse to 
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belong to the co-operative movement? That there will always be 
many such seems indubitable to all who know the natural tendencies 
of men to differ. Presumably such dissenters will carry on, or attempt 
to carry on, business outside the system, and disputes between them 
and the co-operative movement will necessarily arise. Who can 
adjust them but a body over the co-operative movement itself with 
power to enforce its decrees? Moreover, Dr. Warbasse, like most 
philosophical anarchists, overlooks the existence of crimes of violence 
arising from lust, drunkenness, etc. Some territorial body with 
compulsory powers, therefore, seems necessary to check and control 
their outbreaks. 

Finally, in saying that capitalism can be vanquished more easily 
on the industrial field than on the political, does not the author 
overlook the fact that it would be difficult, if not impossible, for con- 
sumers’ co-operation to win such a battle? Since it is the purpose 
of the co-operative movement to build up new social capital rather 
than to take over existent property, the present huge accumulations 
will continue in private hands. What is more, they will necessarily 
continue to expand through sheer momentum. This strong force, 
like the state, would “seek to preserve itself,” and if the co-operatives 
ever seriously threatened its citadel it would try to crush them. It 
is all well and good to say that ‘economic power must precede political 
power,” but the problem is how to secure economic power? Is 
there any reason for the co-operators to suppose that the economically 
dominant interests who are admitted to be so omniscient and ruthless 
in the field of politics will be guilelessly defeatist in industry itself? 
The only hope, then, is after all in securing enough men of good will 
to work for the new day, but if this is so, why cannot men of good 
will work in politics as well as in the co-operative movement? One 
suspects indeed that Dr. Warbasse’s preconceived hostility to the 
state led him to espouse co-operation instead of the reverse, and that 
it is not necessary to abolish the first to attain the full fruition of the 
second. 


Pavut H. Douctas 
UNIVERSITY OF CHICAGO 


Rate-Making for Public Utilities. By LAMAR LyNpon. New 
York: McGraw-Hill. Pp. vii+209. 
In this volume consideration is given to the general factors involved 
in rate-making and also to rates for certain utilities. Among the 
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general problems studied are the general theory of rate-making, 
depreciation, methods of valuation, intangible values, modification 
of capital account, operating costs, growth of cities, and rate of return. 
The particular utilities to which attention is given are gas, electric 
light and power, electric railways, and telephones. 

In the discussion of rates for particular utilities the author urges 
that even in the gas business there should not be a flat rate based upon 
quantity consumed; that under such a rate small consumers are 
usually carried at a loss, and large consumers pay more than is equit- 
able; that such a scheme of rates fails to secure certain large consumers. 
In the discussion of electric light and power rates the significance of 
long and short hour use, of load factor, and of the diversity factor are 
pointed out, and lower rates are justified for motor service than are 
charged for general current supply. A plan of active and non-active 
reoms is suggested as a proper basis upon which to compute residence 
demand in order to prevent an unfavorable curtailment of installation: 
that both the central station and the consumer are benefited by the 
installation of sufficient outlets to enable the use of current as a 
necessity in some rooms and as a convenience in others. The signifi- 
cance of the labor element is shown in connection with the street 
railway business, in that a moderate increase of wages of the employees 
of this utility would be much more serious than it would be for any 
other utility: also that the limitations set by the denominations of our 
currency make it very difficult for this utility to secure a fair rate of 
return. Zone fares are discussed but not recommended for this 
country. Flat rates in the telephone business are condemned and 
measured rates advocated with a time limit on messages. The 43 
per cent contract of the American Telephone and Telegraph Company 
with the Bell companies is condemned as no longer equitable because 
of the expiration of patents and for other reasons. 

In the discussion on general rate theory and rate of return the 
author maintains that all annuai deficits which a public utility may 
incur should be capitalized. In the author’s words, “Whenever the 
income from a property is insufficient to meet these conditions, the 
deficit must be added to the capital account thereby increasing the 
face value of the holdings of the investors. If it is fair for the investors 
to receive a reasonable return on their investment every year and the 
property fails to produce a sufficient income to meet this condition, 
it is fair for the investors to obtain from other sources, a sufficient 
amount of money to pay themselves what is due them for the use of 
their money.” Also (p. 89): “Theoretically, the additions of deficits 
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can proceed year after year without any limit being imposed on the 
number or amounts of these additions.” 

The extreme position is taken that “in order to obtain the money 
to cover this deficit, additional securities on the properties may be 
marketed, and, therefore, added to capital account which has the 
same result for stockholders as adding this deficit to the capital 
account.” Examination of the volume does not reveal adequate 
appreciation of the fact that while such a policy would provide for the 
security of the investment, it does not provide proper safeguards 
against inefficiency in management. Indeed, in most states legislation 
would prevent such. _ -ocedure as the author advocates. The author 
very properly contends that a year is not always the proper basis on 
which to gauge a fair return but to pass from this to a cost plus 
system which is to guarantee a certain return to investors in the 
utility business is, in the opinion of the reviewer, unwarranted. 

The author maintains (p. 4) that there should be a higher rate of 
return on public utility investments than would be obtained on bonds 
or other guaranteed securities; that “the reason for allowing a high 
annual return lies in the fact that investment in public service corpora- 
tions is always attended with some element of risk” and further that 
“it is a financial axiom that the return on any investment must be 
commensurate with the risk of its loss, or reduction in its value.” 
Most utility commissions would probably act on this theory, but if 
the plan of capitalizing all deficits is to be followed, and even securities 
issued to reimburse investors in lean years, it may be questioned 
whether any risk is being assumed by those who invest in public 
utilities. In fact the author says (p. 65): “A regulated public 
utility should have no lean years. The courts will always impose 
unit rates for service which will insure a reasonable net profit.” 

The author points out that in the early history of utilities only 
actual disbursements were considered as operating expenses, and that 
no provision was made for a depreciation reserve; that under such a 
plan the investors annually “pocketed” as it were a part of their 
original capital. It is properly urged that the purpose of a deprecia- 
tion fund is to preserve the integrity of the capital and not to replace 
the property: that the replacement cost cannot be known and that it 
may be much more or much less than the original cost, of the article 
to be replaced. 

Reproduction as a method of valuation is condemned because it 
produces a see-saw of the valuation, the utility demanding the valua- 
tion when prices are high and the public insisting on a valuation when 
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prices are low; the claim of the utility for an increased valuation when 
prices are high, on the ground that the value of money has decreased, 
is dismissed in that the utility itself pays off its securities in terms of 
the original contracts. It is contended too that under the reproduc- 
tion method of valuation there is much padding of the intangible 
elements; that some of these are frequently counted twice. The 
author believes that valuation by the historical cost method is the 
most equitable. He has presented the most complete discussion of 
the economic factors involved in rate making for the various public 
utilities that has yet appeared in a single brief volume. 


C. O. RUGGLES 
Outro STATE UNIVERSITY 


Farm Mortgage Financing. By IvAN Wricut. New York: 
McGraw-Hill Book Company, 1923. Pp. viii+343. 

This book is a companion to the author’s Bank Credit and A gricul- 
ture and is designed to be mainly a college text. The book brings into 
usable form the leading facts which have been obtainable hitherto 
only through scattered sources. In fact the material has been so 
hard to get at that not a great many colleges offer courses on the 


subject at all, though the importance of such a study is everywhere 
acknowledged. Professor Wright’s book meets a real need for a 
text, and does it measurably well. 

Chapters iii-xiii deal directly with mortgages, their origin, their 
relation to banks, to systems of taxation, their legal aspects ana the 
methods by which they are marketed. Chapter x, on “Trusteeships 


”? 


and Estates,” is in the nature of a catalogue of facts and will not 
inspire much interest in the average teacher or student. However, 
chapters iii-xiii constitute the best portion of the book and deserve 
commendation. 

The opening chapters, i and ii, while for the most part in accordance 
with the facts, nevertheless contain a considerable number of doubtful 
statements. For example, the testimony is not altogether clear “that 
most people wish to own a stake in the soil sometime during their 
lives.” Neither is it evident that the recent orgy of overbidding for 
farm land is to be blamed mainly on any class or group of designing 
agents. Yet Professor Wright suggests this view in saying: “All 
fair-minded people will admit that it is bad for the country and 
unethical for the speculator to take advantage of uninformed people 
in this way” (p. 7). 
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Speaking of the dearth of funds available in the form of farm 
credits the statement is made that: “Many renters, farmers’ sons, and 
graduates of agricultural colleges are driven out of agriculture into 
other professions for want of sufficient capital on terms that will give 
them a chance to get ahead and become farm owners” (p. 18). No 
doubt there are a great many individual instances of which this can 
be said, yet in general these candidates for farm ownership can get 
money at the regular going business rates throughout the older, well- 
settled parts of the country. Something other than easy loans 
prevents them from becoming farmers. 

Many minor defects of the book do not pertain directly tor the 
question of mortgages, and could be corrected merely by omission. 
For instance it is not necessary to say that “all industry depends 
upon the soil and its successful cultivation,” or, “by reason of the 
farm production commercial activities arise, and are maintained. 
All securities would be valueless if we had long and continued crop 
failures” (p. 135). The same would be true if we had long and 
continued mining failures. 

Until we are convinced that the tariff on agricultural products is 
in a large way effective it will not be easy to see how “ Much farm lands 
in this country have inflated values because of tariffs” (p. 193). 
Referring again to land speculation (p. 238) it is said that a portion 
of the land held by speculators is not under cultivation, and when 
cultivated is invariably in the hands of the most inefficient managers. 
While this is no doubt true in a degree the statement is misleading, as 
is the conclusion that such practices result in “a quasi land monopoly 
which limits the supply of land for agricultural purposes, and not only 
enhances the price of agricultural products, but also the price of 
agricultural land.” Just at present the price of agricultural products 
is about at the foot of the scale of American commodity prices. The 
declaration that “we have a countless number of abandoned farms”’ 
(p. 241) seems out of harmony with the contention that farm products 
are high in price, or with the report of the Department of Agriculture 
showing a slight increase in the acreage of the leading nineteen crops 
in 1922 as compared with 1920. In general, the defects of the book 
occur mainly in the allusions to the agricultural background of the 
subject rather than to the treatment of farm mortgage financing as 
such. Withal it is a welcome and useful contribution to the literature 
of agricultural economics. 

B. H. Hipparp 


UNIVERSITY OF WISCONSIN 
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Supplying Britain’s Meat. By Grorce E. Putnam, B. Lett. 
(Oxon), consulting economist to Swift and Company, 
Chicago. London, Calcutta, Sydney: George G. Harrop 
and Company, Ltd., 1923. Pp. xii+151 and Index. 

This work gives an interesting description of the steps in the process 
of supplying Britain’s meat—purchasing, working of the modern 
packing plant, transportation, market distribution, refrigerating 
facilities—one phase of the argument being the business necessity of 
maintaining all these in well-adjusted balance. 

The changes of the last fifty years, the lessening of the proportion 
of home-grown to foreign supplies, the shifting of the main sources 
of some products, the rapid development of frozen and chilled meat- 
exports from Australia, New Zealand, and the Argentine, the entrance 
of British, American, and South African packers into South America, 
their effective provision of food during the war, are reviewed with 
comprehensive brevity. All this is interesting and valuable. 

But the book is not a mere empirical treatment. It is a brief. 
The Federal Trade Commission investigated the American packers 
under the anti-trust laws in 1917. The book examines the character 
of the investigation and the report, stating that the investigation was 
admittedly ex parte and, as a consequence, partial methods of assem- 
bling evidence were followed. The writer continues: “Apparently 
the Commission was more concerned with finding evidence that would 
seem to establish a case against the packers than in ascertaining the 
real facts about their business.” Regarding the report, the writer 
uses the expressions, “adroit misinterpretation”’ of evidence, “unsup- 
ported conclusions,” and other similar terms, and takes the position 
that the report, by the impression it creates, causes the public to think 
that the packers are in collusion, that they control essential food 
supplies of many countries, are able to set prices both when they buy 
and sell, and use this power to profiteer. 

The writer gives a reasoned rejoinder, based on evidence claimed 
incontestable, that the thing thus alleged cannot be done because 
the packers handle too small a part of the total supply, that they 
compete with one another, and that fresh meat being perishable, its 
price must be set at a point that will enable the entire supply to be 
sold promptly; that “their profits from year to year have averaged 
scarcely more than a farthing per pound on the product sold” which 
scarcely affects prices. Moreover, the report caused the packers 
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temporary harm in many countries, provoking official action, especially 
in New Zealand, to whose government the government of the United 
States made official representation to undo the consequences of the 
report of its own commission. 

To give one illustration of charge and rejoinder: Letters showed 
the packers had an agreed price on lard compound. The writer 
replies: “The fixed price ....was determined ,...in co- 
operation with”. . . . “the United States Food Administration.” 

Governments should guard sccial interests. Business organiza- 
tions have the right to present their case to the public. 

There are ways of controlling supplies of some perishable com- 
modities. Thus there are regions where quantities of fresh milk are 
turned into cheese to secure a monopoly profit on the whole dairy 
enterprise through the higher price exacted for the curtailed supply of 
fresh milk. A larger supply at a fair price would promote social 
health. Justly or unjustly, there is a tendency in the public mind to 
write a question mark upon methods of large-scale handling of essen- 
tials of living. 

Accordingly, no government investigation should be so conducted 
as to be open to the effective rejoinder this book gives. It cuts the 
interests of society, not both ways, but every way. For fair business 
is brought under unjust suspicion, behind one effective reply unfair 
combinations generally can entrench themselves more strongly, and, 
finally, the seeming futility discourages many who desire to work for 
the social good. 

S. E, BECKETT 


UNIVERSITY OF British COLUMBIA 
VANCOUVER, CANADA 


System Building and Constructive Accounting. By Raymonp D. 
WILLARD, B.C.S., C.P.A., Lecturer on System Building, 
Northwestern College, Member of the firm of Robert Doug- 
las Company. McGraw-Hill Publishing Co., 1922. 

In the words of the author “this book is a treatment of the subject 
of system building and constructive accounting arranged in regular 
gradations from the fundamental principles of system work to the 
advanced problems of design and installation” and ‘‘is intended 
primarily as a text for courses in system building.” 
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The book contains much interesting and suggestive material. Its 
discussion of the accounting procedures of five different types of 
organizations is useful and valuable since such material is hard to 
find. Its plan of organization by which the general principles of 
system building are discussed before an attempt is made to apply 
these to particular types of business is commendable. It is question- 
able, however, whether sufficient space is given to a consideration of 
these general principles since only twenty-eight pages of discussion 
precede the introduction of the first “business case” and a consider- 
able part of this space is devoted to a consideration of details rather 
than principles. For instance, only three pages are given to “‘Prob- 
lems in Designing’ while ten pages are devoted to “Commercial 
Papers and Paper Making.” 

The book is subject to another limitation from the point of view 
of a textbook in that it does not provide practice material. It is 
restricted to a consideration of the accounting methods and pro- 
cedures of five organizations. I think instructors are unanimous in 
the opinion that abundant laboratory material is necessary for teach- 
ing a course in such a subject as system building, and that the prepara- 
tion of such material is one of the most difficult tasks involved in 
presenting the course. The author, therefore, has only partially 
performed the task of providing a textbook for such a course. 

It may also be questioned whether the types of business selected by 
the author are sufficiently illustrative. The nature of these businesses 
is indicated by their titles which are as follows: Packford Auto Sales 
Company; Central Grocery Company; Boylstan Club; Central 
Leather Company; Bay State Hospital. It will be noticed that two 
of these are non-commercial enterprises and from the description given 
of the remaining three only one represents the type of business with 
which the student will most frequently come in contact. It should 
be realized, however, that it is exceedingly difficult to obtain such 
material as that given in this book and no doubt the author was 
limited in his choice. 

All in all the book is a distinct contribution to the literature of 
accounting and will repay careful reading by teachers and prac- 
titioners. Instructors of accounting have long desired text material 
on this subject and will doubtless welcome this contribution. All 
will be inclined to be charitable in criticizing since this is the first 
attempt to prepare a text on this subject. 

J. O. McKinsey 
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